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P. N. C. Menon
Chairman

Discipline, Commitment and Perfection are 
the key to success and there is no short-cut 
to quality.

2

078-409_Sobha Developer_Ord_AR 22   2 7/20/2007   10:27:05 AM



Dear Shareholder,

First of all, I wish to thank each one of you for your excellent response to our Initial Public Offer which 
was over subscribed 126 times excluding employee reservation and was voted the IPO of the year.

This is my �rst direct interaction with you all and I am happy to address you with an excellent performance 
by your Company during the year 2006-07. I am also aware of the high expectations that you have in 
the future of your Company. Sobha Developer’s underlying philosophy which drives its passion is its 
uncompromising adherence to world-class quality.

Your Company’s primary focus continues to be “Customer Delight” and we endeavour to create and nurture 
a satisfying relationship lasting the entire period of our association including post-delivery maintenance. To 
achieve this we have put in place a structured, highly process driven and trained management team.

It is our avowed objective to produce a ‘zero-error’ product with the highest quality standards and deliver 
it to the customer on time. For the customer it should translate to ‘more value for money’.

Sobha puts a lot of emphasis on continuous training of its human resources. The biggest challenge today 
is to continuously train and retrain the human capital. I compare training with charging of a battery. Our 
exponential growth would not have been possible but for the high quality of our manpower.

In the Indian scenario with an average economic growth of 8.4% and a burgeoning urban growth, housing 
plays a crucial role. Your Company has already initiated steps to extend operations in eight more cities in 
India. Necessary land has already been procured and projects are on the anvil for launch in the next 12 
months in Phase I.

Our challenge today is scalability. With a scalable contracting model and a unique backward integration 
model comprising of an In-house Architectural Design Studio, Mechanical, Electrical & Plumbing (MEP) 
Department, Interior Woodwork Factory, Metal and Glazing Factory, Concrete Products Factory, etc.
your Company is seeking to create an organization of enormous strength and capability. Your Company is 
investing heavily in newer technologies so as to perfect this backward integration model and some of the 
initiatives planned include facility for manufacturing Large Area Precast Concrete Products for the �rst time 
in India. New manufacturing facilities are also planned in Pune, Chennai and Cochin so as to supplement 
our capabilities and logistics. Shortage of skills is a challenge and your Company has set up ‘Sobha Training 
Academy’ which supplies highly trained-on-the-job skilled personnel.

The outlook for the future is to become a national player with world-class capabilities. Plans are afoot to 
expand our presence in �ve more cities in the following two years in Phase II. Our commitments is also 
shared by our highly motivated and innovative team of employees at all levels and I am con�dent of taking 
your Company to greater heights in the years to come.

P.N.C. Menon

Chairman May 27, 2007

Chairman’s Statement
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Mr. J.C. Sharma - Managing Director 
  Mr. J. C. Sharma is our Managing Director. He is a quali�ed 
Chartered Accountant and Company Secretary and has 
over 25 years of experience in diversi�ed industries such 
as automobiles, textiles, steel & real estate in the areas of 
Finance and Management. His repertoire of experience 
includes General Manager - Auto Distributors Limited and 
General Manager of Finance - Bhoruka Steels Limited. 

Board of Directors

Mr. Ravi Menon - Vice Chairman
Mr. Ravi Menon is the Vice Chairman of our 
Company. He graduated with a Distinction in 
Civil Engineering from Purdue University, USA. 
At Sobha he is in charge of Product delivery, 
Quality, R & D and Innovation. He joined our 
company in the year 2004.

Mr. P.N.C. Menon - Chairman
The underlying philosophy which drives his passion is 
an uncompromising adherence to world-class quality in 
whatever he does, be it in the realm of business or in 
‘giving it back to society’, which he refuses to call charity.

Mr. Menon started his professional career in the 
Sultanate of Oman and in no time, demonstrated that 
an Indian could achieve perfection in quality and succeed 
against stiff international competition. In the early 90’s  
Mr. Menon decided to bring his expertise to his homeland, 
India. Sobha Developers launched their �rst residential 
project in Bangalore in 1995. 

His emphasis on process and attention to detail has 
ensured the Company is recognized internationally as 
the benchmark of quality. Under his able guidance, Sobha 
Developers has moved from strength to strength to 
emerge a leader in the construction industry.
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Mrs. Sobha Menon 
- Non Executive Director
Mrs. Sobha Menon is a businesswoman by profession. She has been partnering and supporting her husband  
Mr. P.N.C. Menon in his business enterprises in India and abroad.  She has over 25 years of experience in business 
and is a founder director of our Company.

Mr. Anup Shah  
- Independent Director

Dr. S. K. Gupta  
- Independent Director

Mr. N. S. Raghavan
- Independent Director

Mr. R.V.S. Rao  
- Independent Director

Mr. Anup Shah is a leading lawyer in the country and has over 22 years of experience in the �eld with 
particular expertise in real estate and property matters. He specializes in commercial and property 
documentation, corporate and commercial litigation, property related issues, laws and arbitration and 
alternative dispute resolutions.  He is also featured in the Times of India, Bangalore through his weekly 
column titled ‘Legal Eagle’, where he answers legal queries from readers.

Dr. S. K. Gupta holds dual Doctorates in Philosophy and Science.  He has over 47 years of experience in the �eld 
of metallurgy, engineering and management, in the steel domain in particular.  His expertise was recognized by 
the Government of India in 1980 and is a recipient of “Metallurgist of the Year’ award.  He was also conferred the 
honour of being nominated as the National Metallurgist in 1998.  He has the rare distinction of being an UNESCO 
Fellow to the Moscow Steel Institute.
 

Mr. N. S. Raghavan is a highly respected Technocrat and a veteran in the �eld of Engineering and 
Management.  He is one of the Founder Directors of Infosys Technologies Limited and retired as its 
Joint Managing Director. He has established a number of unique business enterprises led by Nadathur 
Holdings and Investments Private Ltd.  His initiative resulted in the establishment of the N.S. Raghavan 
Centre for Entrepreneurial Learning at the Indian Institute of Management, Bangalore and is a member 
on the board of Governors of Xavier Institute of Management and Entrepreneurship, Bangalore.  He is 
the Founding Trustee of the Foundation for Action, Motivation and Empowerment, and one of the �rst 
Trustees of Viksit Bharat Foundation. His contributions have been recognized by the Reliance Group 
which conferred on him the Outstanding Entrepreneurship Award in 2004.

Mr. R.V.S. Rao has over 36 years of experience in the area of Banking and Finance and has been a member of the 
Board of Directors of Housing Development Finance Corporation Limited (HDFC).  He was a Team Leader for  
USAID Consulting, which reviewed and made recommendations on Housing Finance in Ghana.  He also led the 
team as a consultant for the National Development Bank of Sri Lanka in establishing the Mortgage Finance Business.   
Mr. Rao is an Associate of the Indian Institute of Bankers, a Life Member of All India Management Association, 
and was an Executive Committee Member of Bangalore Management Association and Greater Mysore Chamber  
of Industry.

Board of Directors

5

078-409_Sobha Developer_Ord_AR 25   5 7/17/2007   12:33:08 PM



Milestones of Success

Our Revenues reached Rs. 11,893 
  million in �scal 2007. 

Our pro�t after tax was  

Rs.1,615 million in �scal 2007. 

We have constructed  
17 million sq. ft. of area  

as of March 2007.

Our corporate clients list include Infosys Technologies,  

Timkin, Taj Hotels, MICO, HP and Dell, among others.

We have completed 39 residential/commercial  
in-house projects  and have another  

32 ongoing projects.

 
We have recently ventured into Retail Lifestyle Products  

with “Sobha Restoplus Spring Mattresses.”
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Financials at a glance

Five Year Financial Highlights         (Rs. in Million)

Particulars         2006-07        2005-06        2004-05        2003-04           2002-03

Turnover       11,893       6,273       4,652       2,213         1,314 

PBDIT        2,590       1,404          657          281            111 

Depreciation           244          128           63           24             15 

PBIT        2,347       1,276          594          257             96 

Interest           481          208          109           48             58 
PBT        1,866       1,067          485          210             38 

PAT        1,615          885          347          129             25 

Dividend          
Equity           401          145           63           74              -   
Preference               5             6            -              -                -   
           

Shareholders Fund        8,155       1,368          655          294            247 
Borrowed Funds        5,837       4,231       2,233          558            295 

Total       13,992       5,599       2,888          852            542 

Net Fixed Assets        1,948       1,020          554          194            111 
Investments           528            27            -            190              -   

Net Current Assets       11,517       4,552       2,334          468            431 

Total       13,992       5,599       2,888          852            542 

0.0

2.5

5.0

7.5

10.0

12.5

15.0

17.5

20.0

22.5

25.0

2006-072005-062004-052003-042002-03

Earning Per Share

0.40
2.04

5.48

13.84

24.26

(R
s. 

pe
r s

ha
re

)

Gross Fixed Assets

0

250

500

750

1000

1250

1500

1750

2000

2250

2500

2006-072005-062004-052003-042002-03

(R
s.i

n 
M

illi
on

)

152.44
256.87

679.64

1272.67

2442.68

0

200

400

600

800

1000

1200

1400

1600

1800

2006-072005-062004-052003-042002-03

25.20
129.37

346.50

884.84

1615.18

(R
s.i

n 
M

illi
on

)

Profit After TaxProfit Before Tax

0

250

500

750

1000

1250

1500

1750

2000

2006-072005-062004-052003-042002-03

(R
s.i

n 
M

illi
on

)

38.47

209.95

485.03

1067.24

1865.85

7

078-409_Sobha Developer_Ord_AR 27   7 7/17/2007   12:33:09 PM



Quality 
        Edge

Quality
         Edge
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Sobha has un�inching commitment to quality. We strive to create spaces of 
international standard at the best value. With an emphasis on innovation, 
we try to blend aesthetics with engineering to create customer satisfaction. 
At Sobha we believe that our customers deserve quality at economically 
viable costs. 

The R&D wing of Sobha continuously pushes our technicians to deliver 
cutting-edge technology. We facilitate this with full �edged state-of-the-art 
German technology. The Company’s emphasis on quality has lead us to 
hiring German engineers to supervise and ensure the superior quality of 
our projects. 

We provide regular training sessions for our engineers and supervisors 
to acquaint them with the newest methodologies. Our focus and 
emphasis is combining this methodology with innovation so as to reach 
and conquer new frontiers. The latest technology combined with honed 
skills gives us the ability to guarantee the standard of quality that our  
customers expect. 

9

Quality Edge
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Customer   
        Service

Customer   
        Serv-
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Transparency in Dealings

Service for the Customer

At Sobha we try and inculcate a culture of fair play and transparency 
in all our dealings. We emphasize ethical and transparent dealing with 
our customers, working very hard to forge a relationship of trust. We 
try to incorporate all the principles of corporate governance into all 
our interactions. Our aim is to maximize the bene�t to each and every 
stake-holder of Sobha. Only by adhering to government regulations and 
following strict business ethics, we can head towards success.

The customer is the most important person at Sobha. We try our 
level best to ensure that the customer is satis�ed at every step of our 
production process. As we construct structures, we focus on making the 
structures home for the customer. 

Sobha tries to follow the changes in the real estate market, to understand 
changing client needs. We try and provide dynamic solutions in response 
to client demands. We are continually trying to reinvent ourselves in 
order to satisfy our customers. 

While we stay grounded in our principles, we follow the latest methodology 
and technique to give a vast portfolio of options to our client. We are 
in the business of building of�ces,  building homes and most importantly 
building strong relationships.

11
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One-Stop   
        Solutions

12

One-Stop   
        Solutions

078-409_Sobha Developer_Ord_AR 212   12 7/20/2007   10:27:07 AM



Providing Solutions at Every Step

Backward integration is the driving force behind Sobha’s turnkey projects. 
We believe in combining all our expertise and the specialization of our 
in-house divisions to create a �nal product, which is complete in all aspects. By 
specializing in all aspects of the production process, we try and ensure precision 
and perfection. Everything from engineering and design to metals and interiors, 
is managed by Sobha to assure quality control. Our divisions include:

Sobha Interiors

Sobha Interiors Division was set up with the realisation that even the best of 
constructions would be a tri�e incomplete without woodwork and interiors to 
match. Sobha Interiors is thus an endeavour to create products of consistent 
high quality, superlative �nish and lasting value. It is a reiteration of the Sobha 
philosophy of using only international quality products in all its projects.

Sobha Glazing and Metal Works

Sobha Glazing and Metal Works Division was primarily set up to raise the bar by 
introducing international standards for structural glazing and architectural metal 
works in India. Till date, this strategic division of the Company has successfully 
executed a plethora of projects for various prestigious organisations. Its principal 
focus is to consistently evolve products of high quality and lasting value.

Sobha Concrete Products

Sobha Concrete Products Division is a continuation of the Company’s journey 
of excellence. Set up in the KIADB estate in Jigini with the same philosophy, 
vision, and business ethos, this division manufactures concrete blocks, pavers, 
kerbstones, water drainage channels, paving slabs and elated landscape products 
of unmatched quality. 
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Fundamental
            Strength

Fundamental 
         Strength
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The fundamental strength of Sobha lies in its human resources. Each 
Sobhaite is regularly trained in updated technologies and is provided with 
the tools to execute perfect construction. This continuous process of re-
skilling of people requires all our human resources to push their capacity 
to innovate dynamic designs and solutions. 

Sobha tries to provide our customers with tremendous quality engineering 
by recruiting the best experts in construction technology, electrical and 
mechanical engineering, landscape development and structural engineering. 
A special aspect of Sobha is the fact that it has an in-house team of German 
experts for Quality Control.

We believe that each Sobhaite is passionate about his work, and we work 
hard to provide him with the right tools for execution. We ensure that 
our team is always motivated by creating a conducive atmosphere. At 
Sobha our work culture is inclined to achieve continued growth. 

The global construction industry is the third largest employer in the 
country  and we at Sobha are not too far behind. We increased our 
team of Sobhaites from 900 employees in 2004 to approximately 3,700 
employees currently. As demand for real estate is growing exponentially, 
our Sobha family is increasing to meet the new challenges. 

The Foundation of Sobha
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Reaching   
        Heights
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The Company was nominated for the prestigious CNBC-TV18’s Emerging 
India Awards 2006. This is particularly noteworthy since Sobha had been 
part of the �rst 3 short-listed names out of more than 3500 entrants in 
12 categories!

Society Interiors RR Kabel Land Development Honour was given in April 
2006 by Society Interiors, the design magazine from Magna Publishing 
Co Limited and RR Kabel. Mr. P.N.C. Menon was chosen by them for the 
Society Interiors RR Kabel Land Development Honour, in recognition of 
his contribution to the �eld of architecture and interior design.

A+D & Spectrum Foundation Architecture Award

The award ceremony was held in Malaysia, in April 2006. Sobha Developers 
was selected from the South Zone contenders, for the ‘Brick And Mortar 
Award’ category. The award included a Trophy and a Citation.

Well-Built Structure Award

The Company bagged the 2nd Prize given by the Builders Association of 
India, Pune Chapter, for the outstanding Food Court Project of Infosys.

 

ISO 9001 (2000 series)

The coveted ISO 9001 (2000 series) by Bureau Veritas Quality International 
was awarded to the Company for adhering to global standards in quality. 

Project of the Year Award

This award was given to the Company in the year 2005 by the Builders 
Association of India for the Infosys project at Mysore. 

Awards and Accolades
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Showcasing our Journey
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Corporate Information
BOARD OF DIRECTORS
Mr. P.N.C. Menon   			  Chairman
Mr. Ravi Menon			   Vice Chairman
Mr. J.C. Sharma			   Managing Director
Mrs. Sobha Menon			   Non Executive Director
Mr. N.S. Raghavan			   Independent Director
Dr. S.K. Gupta	  		  Independent Director
Mr. R.V.S. Rao			   Independent Director
Mr. Anup Shah			   Independent Director

COMPANY SECRETARY AND COMPLIANCE OFFICER
Mr. K. Suresh
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M/s. Janardhan and Associates
Apt No. 106 & 203,
Embassy Centre,
No.11, Cresent Road
Bangalore –560 001

REGISTERED AND CORPORATE OFFICE
Registered Office
E-106, Sunrise Chambers,
22, Ulsoor Road,
Bangalore - 560 042.
Tel: +91 80 2559 7260 / 2559 4139 / 2555 0695
Fax: +91 80 2559 4138
Website: www.sobhadevelopers.com
E-mail: investors@sobha.co.in

Corporate Office
# 4, Neeladri Plaza, Raja Ram Mohan Roy Road, Richmond Road Circle, 
Bangalore – 560 025.
Tel: +91 80 2210 4561 / 62 / 63 / 64 / 65 / 66
Fax: +91 80 2210 4569

BANKERS 
ABN Amro Bank N V 
Andhra Bank
Canara Bank
Corporation Bank
Dhanalakshmi Bank
HSBC Bank
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Kotak Mahindra Bank
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UTI Bank

Legal Advisors
M/s. Anup S Shah Law Firm
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Global Economic Climate:

World Economic Climate indicator remained at a high level in the recent past and is clearly above its long-term average.  The expectations for the

coming six months have gone up further and points to a robust global economic development. The following table clearly depicts the growth pattern

of world and Asian economies .

Real GDP growth in % (Past and Future expectation)

2004 2005 2006 2007 2008

World 5.3 4.9 5.2 4.5 5.0

Asia (Excluding Japan) 7.4 7.1 7.6 7.0 7.0

India (FY April to March) 8.3 9.2 9.2 7.5 8.0

(Source : CFO Connect June-July 2007)

Global scenario of Real Estate Sector:

Although global private equity firms are currently capturing media headlines and industry publications, there are other factors just as significant

that are driving change in the global real estate capital markets. Global mergers and cross border transactions of real estate companies have

become the norm of the day.

In Asia, the Chinese and Indian markets will perhaps be the most exciting regions over the next several years. The increased flow of institutional

funding into the sector will ensure that real estate values will continue to rise.

Indian Economy - Overview:

India’s economy is on the fulcrum of an ever increasing growth curve. With positive indicators such as a stable 8-9 percent annual growth, rising

foreign exchange reserves of close to US$ 180 billion, a booming capital market with the popular “Sensex” index almost touching the majestic

15,000 mark, the Government estimating FDI flow of US$ 12 billion in this fiscal, and a more than 35 per cent surge in exports, it is easy to

understand why India is a leading destination for foreign investment.

Economic Survey 2006-07 states that the advance estimates of gross domestic product (GDP) for 2006-07, released by the Central Statistical

Organisation, places the growth of GDP at factor cost at constant (1999-2000) prices in the current year at 9.2 per cent. While services

maintained its vigorous growth performance, there were distinct signs of sustained improvements on the industrial front. The overall

macroeconomic fundamentals are robust, particularly with tangible progress towards fiscal consolidation and a strong balance of payments

position. With an upsurge in investment, the outlook is distinctly upbeat. The report further states that as the economy expands at its fastest pace

in two years, going by current trends, it will be able to maintain the current momentum.

INDIA - MACRO ECONOMIC OUTLOOK:

The India Growth Story has unfolded into a reality. The numbers substantiate the progress achieved in the last decade. With GDP growth

projection for 2007-08 at around 8.5 per cent, India is definitely one of the hottest destinations in the world. The contribution of the IT and IT

enabled services industry to the overall GDP is very visible, not just through numbers but improvement in standard of living among the middle

class. However concern over Inflation to be contained close to 5.0 per cent during 2007-08 remains a big task for the policy makers.

Infrastructure:

The overall index of six core industries-having a direct bearing on infrastructure and accounting for 27 per cent weightage in the Index of

Industrial Production (IIP)-registered a growth of 8.3 per cent during April-December 2006, which was higher than the 5.5 per cent registered

during the same period in the previous year. In the first nine months of 2006-07, crude petroleum, refinery products and electricity generation

registered accelerated growth rates.

Economic Survey 2006-07 states that an investment of US$ 320 billion would be required in the infrastructure sector during the Eleventh Five

Year Plan. These investments are to be achieved through a combination of public investment, public-private-partnerships (PPP) and exclusive

private investments, wherever feasible. Investment requirements in some key sectors are: US$ 50.8 billion for modernisation and upgradation

of highways; US$ 9.25 billion for civil aviation; US$ 11.5 billion for ports; and US$ 69.39 billion (40 per cent of which is expected from the private

sector) for the railways.

India’s construction equipment sector is growing at a scorching pace of over 30 per cent annually-driven by huge investments by both the

Government and the private sector in infrastructure development.

MANAGEMENT DISCUSSION AND ANALYSIS
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With such bullish prospects in infrastructure, affiliated industries such as cement are on a high. Cement consumption, for the first time, is set to

exceed the 150-million tonne mark. Reflecting the demand for the commodity, capacity utilisation rose to over 100 per cent - to touch 102 per

cent in January 2007 - with despatches touching 14.10 million tonnes as against the production of 14 million tonnes. As opportunities in the sector

continue to come to the fore, foreign direct investment has been moving northwards. The real estate and construction sectors received FDI of

US$ 289.1 million in the first half of 2006-07.

Indian Real Estate:

The Real Estate industry comprising of Construction and Development of properties which has grown from family based entities with focus on

single products and having a one-market presence into corporate entities with multi city presence having differentiated products.

The industry has witnessed a considerable shift from traditional financing methods and limited debt support to an era of Structured Finance,

Private Equity and Public Offering.  The rally over a period of years has been driven largely due to the growth of the IT and ITES sectors and the

FDI in the sector acting as a catalyst for the growth.

A considerable lifestyle shift has occurred in the Tier I and Tier II cities wherein development is happening in the international format. The

emergence of malls, multiplexes, serviced apartments, high-end villas etc. is a pointer towards this.

Research Agency (Merrill Lynch) forecasts that the Indian realty sector will grow from US$ 12 billion in 2005 to US$ 90 billion by 2015.

Prominent global funds are sitting on a total corpus of US$ 12-15 billion.

The recent developments on the macro economic outlook have witnessed tightening of the interest rates. Reconciling the twin needs of

facilitating credit for growth on the one hand and containing liquidity to tame inflation on the other remains a challenge.

Strong population growth, a large pool of qualified workers, greater integration with the world economy and increased investments are fuelling

the demand for residential, commercial, industrial and retail property. Deutsche Bank Research has depicted India as a star performer over the

period 2006 to 2020, among 34 developed and developing nations. Moving forward, it will be a matter of capitalizing on and exploiting this

potential to strategize, build and grow.

Retailers and Malls:

With the retail sector also on a boom, the country is witnessing a spurt in extremely large retail spaces. Shopping malls with over 1 million sq.

ft. of space have become the order of the day. Many of these are now at various stages of construction across the country.

Residential Development:

It has been reported that residential complexes & properties in the following Indian cities recorded a 24% growth – Mumbai, Kolkata, Delhi,

Hyderabad, Chennai, Bangalore, Jaipur, Goa and Pune, this has been the highest growth seen in the past several years. Similar growth is expected

from Tier-II cities as per a recent report.

With a growing population and increasing urbanisation, the joint family system giving way to formation of nuclear families, rise in disposable

income coupled with the propensity to spend fuelled by a rise in employment opportunities, the demand for housing in India as it stands today

far exceeds the supply.

Commercial Properties :

The demand for commercial properties is growing steadily. In this segment the IT industry itself is expected to require around 66 million

sq. ft. of office space.

Two sectors that are driving the volume and prices in the commercial segment are the information technology and retail. The IT sector has been

one of the star performers of the economy. Because of their double-digit growth rates and massive expansion drives, IT companies require large

office space. This is especially true in places like Bangalore, Chennai, Mumbai and Hyderabad. IT companies will need 150 million sq. ft. of office

space by 2010, an inviting prospect for property developers. It is to be noted that this requirement for office space fuels the demand for

residential space in a big manner,

To sum up – Real Estate Sector:

The demand for real estate sector are influenced by :

i) Changing demographics and growth in disposable incomes

ii) Shift in consumer preferences from rented houses to owned houses

iii) Increasing urbanisation

iv) Shrinking Household size
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v) Trend towards more organized as compared to present Unorganised tag

vi) Huge demand from Service Sector

vii) Growth in occupancy rate in Hotels

Challenges facing the Indian Real Estate Sector

i) Fragmented and unorganised market players

ii) Highly regional oriented

iii) Increasing raw material prices

iv) Tax incentives

v) Shortage of skilled labours

vi) Interest rates

vii) Other factors

Strength & Strategy of the Company:

The Company’s principal competitive strengths and the strategies to face the challenges are as follows:

The Company has, over the past twelve years, truly redefined the real estatescape of not only Bangalore, but also much of the country. In an

industry where outsourcing is more a norm than an exception, the Company with its fully backward integrated operation has grown synonymous

with quality and trust. In its quest to keep up with the ever-evolving international standard, the Company has continually set a benchmark for the

industry itself.  The Company’s unique backward integration model ensures execution of projects with international quality and timely delivery

at competitive cost.

Functioning as a one-stop solution provider, the Company offers its skills and state-of-the-art technology right from the conception to

completion of a project. In a nutshell, everything from precision engineering to aesthetic design, quality metal glazing to high-class interiors is

done in-house. This allows for stringent focus on quality control which in turn offers a fine combination of precision and aesthetics. Besides this,

its in-house Customer Relationship Management (CRM) team ensures that customer support is just a phone call away.  The Company’s other in-

house operations like Interiors, Metal glazing, Architectural Design Studio and the Concrete Block Making Factory only add to its world-class

facilities and standards. Currently, the Company has an employee base of 13,000 including direct and indirect employees.

Sobha Developers has been an ISO 9001 : 2000 certified company since 1998, the first such company operating in the sector, obtaining the

accreditation from India.

The Company with its vast experience in undertaking projects for residential and contractual projects has a unique edge - the ability to offer truly

customised solutions to clients. Sobha’s solutions are researched well in advance to achieve maximum space utilisation and remain timeless in

appeal.

A fine understanding of the needs and preferences of its clients has left Sobha Developers Limited with an ever-growing list of satisfied

customers. The Company has to its credit an impressive line up of completed and on going residential projects. Sobha Developers Limited is also

the preferred contractual partner to global corporates like Infosys, ICICI, Timken and HP among others.  The Company has also embarked on

building large township projects with world class infrastructure. Highly respected in the industry and market for delivering worldclass residential,

commercial and contractual projects. Sobha Developers Limited is a unique company offering end-to-end solutions. In view of its consistent

international quality, it is today the most preferred and trusted construction partner for families buying quality homes and big corporate houses.

The in-house R&D Department helps the Company benchmark itself against world standards in project conception, execution and delivery. This

helps to focus singlemindedly on innovations in construction and to adapt and integrate them into work processes. Hence total value to the

customer is assured at every stage of the construction.

The Company’s excellent project management system, in-house capabilities, passion for detailing and commitment to quality ensure that it not

only sets an industry benchmark but also remains a market leader in terms of quality.

Sobha Construction Academy is a unique initiative by the Company to develop skill sets and create committed workmen for the industry.  The

main focus of the Academy is to develop a highly trained workforce for the construction industry. Components of the Academy include hands-on

technical skills training in the construction and maintenance trades, applied academics associated with the construction trades, employability

skills and life skills. Trainees from economically weak backgrounds are given special preference, since this endeavour is as much about providing

opportunities for uplifiment as it is about getting trained workmen for our projects. On successful completion of the course, trainees are issued

a certificate of merit.
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The Company has large land stock reserves at strategic locations viz., Bangalore, Pune, Chennai, Mysore, Thrissur, Cochin, Coimbatore and

Hosur.  The Company has the ability to identify the trends in customer requirements and adapting to the changing needs of the customer. The

Company believes in maintaining transparency with all its stakeholders.

PROJECT

IMPLEMENTATION

TEAM

INTERIORS

GLAZING & METAL

FACTORY

BUILDING MATERIALS

DIVISION

ARCHITECTURE &

INTERIOR STUDIO

MECHANICAL

ELECTRICAL &

PLUMBING

DIVISION

SOBHA’S UNIQUE

BACKWARD INTEGRATION

MODEL

FINANCIAL RESULTS:

For the year 2006-07 Company’s Sales and other income have shown a robust 90% growth vis-a-vis previous year at Rs. 11,894 million as

compared to Rs. 6,273 million.

Operating profits have kept pace with top line growth at 85% and Profit before tax has shown an increase of 75% as compared to previous year.

The Company has earned Net Profit of Rs. 1,615 million as against Rs. 885 million in previous year.  This shows jump of 82% in Net Profits.

Diluted Earning per Share has improved to Rs. 24.26 Per share as compared to Rs. 13.84 in Previous year, thus showing substantial jump of 90%.

Keeping in view the robust growth the Board of Directors have recommended a final Dividend of Rs. 5.50 Equity Share.

The Net Worth of the Company stands at Rs. 8,155 Million,  resulting in an improved Debt Equity ratio to 1: 0.72.  The Current Ratio is healthy

at 2.8:1 as compared to previous year 1.96: 1.

STRENGTHS  AND OPPORTUNITIES:

Established player

High profile corporate clients

Focus on quality and effective execution of projects

Professional Management

Timely delivery with clear titles

Backward Integration

CAUTIONARY STATEMENT:

Statements made in the report describing the Company’s plan, projections and expectations may constitute “forward looking statement” within

the meaning of applicable laws and regulations.  Actual results may differ materially from those either expressed or implied.
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DIRECTORS’ REPORT

To The Members,

The Directors have pleasure in presenting the Twelfth Annual Report on business and operations of the Company together with the Audited
Accounts for the financial year ended March 31, 2007.

Financial Highlights:

Particulars (Rs. in million)

2006-07 2005-06

Net sales and other income 11,894 6,273

Profit before interest, Depreciation and tax 2,591 1,404

Finance charges 481 208

Depreciation 244 129

Profit before tax 1,866 1,067

Provision for taxation : Current 240 185

Fringe benefit 5 2

Deferred 6 (5)

Net profit after tax 1,615 885

Add: Balance of profit brought forward 819 306

Profit available for appropriation 2,434 1,191

Appropriations:

Interim Dividend (Includes Tax on Dividend) – 165

Proposed Dividend (Includes Tax on Dividend) 469 –

Preference Dividend (Includes Tax on Dividend) 5 7

Transfer to General Reserve 200 200

Transfer to Capital Redemption Reserve 87 –

Transfer to Capitalisation towards bonus shares 423 –

Balance carried to Balance Sheet 1,250 819

Dividend:

The Board has recommended a final dividend of Rs. 5.50 per equity share for the financial year ended March 31, 2007, which if approved at the
ensuing Annual General Meeting will be paid on or after August 13, 2007 to those members whose name appears on the Register of Members of
the Company on Monday,  August 13, 2007 and to whom Dividend Warrants will be posted. In respect of shares held in electronic form, to those
‘deemed Members’  whose names appear in the statement of beneficial ownership furnished by National Securities Depository Limited (NSDL) and
Central Depository Services (India) Limited (CDSL) at the close of business hours on August 3, 2007.

Business:

The Company’s operations can be divided into two segments:

(i) Development and construction of residential projects and commercial projects and

(ii) Construction of projects on a contractual basis.

Presently all the residential and commercial projects are located in Bangalore. The projects executed by the Company on a contractual basis are
located in the states of Karnataka, Kerala,  Andhra Pradesh, Orissa, Tamil Nadu, Punjab, Rajasthan and Maharashtra.

The Company is one of the leading real estate development and construction companies in India, which focuses on residential and contractual
projects.  The residential projects, include presidential apartments, life-style villas, row houses, super luxury apartments and luxury apartments along
with amenities such as club house, swimming pool and shopping complex.
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The Company believes that it is the preferred contractor for M/s. Infosys Technologies Limited and has constructed convention centres, software
development blocks, multiplex theatres, hostel facilities, guest houses, food courts, restaurants, educational and research centres and club houses, in
various states of India. For other corporate customers, the Company has constructed on a contractual basis residential bungalows, campuses, retail
showrooms and corporate offices.

a. Real Estate Projects:

As of March 31, 2007 the Company has developed and constructed 39 residential projects in Bangalore aggregating 2583 apartments covering
approximately 6.91 million sq. ft. of super built up area.

b. Contractual Projects:

As of March 31, 2007, the Company has constructed 97 contractual projects in eight states of India, covering approximately 10.02 million sq.
ft. of super built up area.

Review of operations and future outlook:

The total revenue increased to Rs.11,894 Million from Rs.6,273 Million in the previous year recording a growth of 90%. Real Estate revenue has
grown from Rs.4,228 Million to Rs.7,538 Million representing a growth of 78%. Contractual revenue increased to Rs. 4,327 Million from
Rs. 2,024 Million in the previous year with a growth of 114%. 15 Real Estate projects have been launched during the year. The order book position
on contractual projects is very healthy.  A detailed “Management Discussion and Analysis” is enclosed as an annexure to the Directors’ Report.

Initial Public Offer (IPO) of the Company:

During the year, the Company had completed its highly successful Initial Public Offering of 8,896,825 Equity Shares of Rs. 10/- each at a premium of
Rs. 630/- per Equity Share aggregating to Rs. 640/- per Equity Share. The total size of the issue was Rs. 5,694 Million.  The Initial Public Offer was over-
subscribed to the extent 126.48 times excluding the 882,120 shares reserved for Employees of the Company.

The Company had also issued 583,468 Equity Shares of Rs. 10/- each to Bennett, Coleman and Company Limited and Kotak Mahindra Private Equity
Trustee Limited as a part of its Pre IPO Placement at a premium of Rs. 607/- per equity share aggregating Rs. 617/- per Equity Share.

As a prelude to the IPO, the Company has issued 42,280,960 Equity Shares as Bonus shares to the existing shareholders by way of capitalization of
its profits and free reserves in the ratio of two equity shares for every one equity share held.

Share Capital:

The Authorised Share Capital of the Company was increased from Rs.500 Million (divided into 30 Million Equity Shares of Rs.10/- each and 2 Million
Redeemable Preference Shares of Rs.100/- each) to Rs. 900 Million (divided into 80 Million Equity Shares of Rs.10/- each and 1 Million Redeemable
Preference Shares of Rs.100/- each) during the year under review.

During the year, the Company had issued 51,761,253 Equity Shares of Rs. 10/- each. The Break up of the issue of share capital is as follows:

Bonus Issue 42,280,960 Equity Shares of Rs. 10/- each.

Pre-IPO Placement 583,468 Equity Shares of Rs. 10/- each.

Initial Public Offer 8,896,825 Equity Shares of Rs. 10/- each.

Utilisation of IPO Proceeds:

The proceeds of the IPO were used for procurement of land at various strategic places, repayment of loans, construction expenses of projects and
for General Corporate Purposes. The unutilised portion thereto has been invested into bank deposits and Mutual Funds. The summary of utilisation
of net IPO proceeds are as follows:

(Rs. in million)

Particulars Proposed Utilisation as Utilisation
given in Prospectus as on 31.03.2007

a) Towards Land Acquisition 2,343 2,672

b)  Development and Construction of Projects 1,425 154

c) Repayments of Loans of the Company 1,322 1,587

d) General Corporate Purposes 254 0

Total 5,344 4,413
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Redeemable Preference Shares:

The Company has redeemed 872,843 7% Redeemable Preference Shares of Rs. 100/- each during the year at par out of its internal accruals and
an amount of Rs. 87.29 Million has been transferred to Capital Redemption Reserve.

Debentures:

The Company had issued the following classes of Secured Debentures to LIC Mutual Fund Asset Management Company Limited during the year
under review:

a. 100 Redeemable Non Convertible Debentures of Rs. 10 Million each aggregating Rs. 1,000 Million with a floor rate of 8.75% and cap rate of
8.85% p.a.

b. 100 Redeemable Non Convertible Debentures of Rs. 10 Million each aggregating Rs. 1,000 Million with a floor rate of 8.75% and cap rate of
8.85% p.a.

c. 250 Redeemable Non Convertible Debentures of Rs. 1 Million each aggregating Rs. 250 Million with a coupon rate of 9.10% p.a.

The aforesaid debentures are short term in nature and are due for repayment during the current financial year.

Internal Control Systems:

The Company has a robust In-house Internal Audit Department headed by a designated Executive Director, responsible for the maintenance of
Internal Control Systems, standarized process flows and Best Proven Practices (BPP). The Company has established processes to undertake
Financial / Accounting Audit, Quantity Audit, Systems & Process Audit, Purchase Audit and Design Audit.  The internal audit findings are placed before
the Audit Committee and are reviewed in detail. All significant observations and comments are placed before the Board of Directors. A significant
introduction during the previous year has been a detailed Risk Management System, covering all possible external and internal business risks and the
mitigation thereof.

Quality:

The Company places a special emphasis on ensuring that the Company’s quality standards are adhered to at every stage of a project and for every
product provided to a client. The quality standards are documented and the work force is trained to ensure the quality standards are met. The
Company employs technologically advanced tools from Germany and processes for ensuring and monitoring quality at each stage of construction.
The quality of each projects is monitored by the Quality Control Department (QCD), manned by specialized German consultants, who report
directly to the Company’s  Vice-Chairman.  The QCD also engages in routine training sessions to the engineers on site over and above specialized
training, which feature hands-on training, masonry training, innovation training and material testing.  The Company believes that the superior quality
of our construction differentiates it from other real estate developers in the country.

Marketing and Brand Building:

The marketing and sales team along with the Customer Relationship Management team (“CRM”) is the interface to potential customers and
existing clients. This interface provides an insight into the customer requirement trends in terms of type, location and price of the product and guides
the Company to plan the promotional activities.  As an extension of the marketing & sales team and CRM team, the Company has established a
Customer Care Cell, a call centre reporting directly to the Head of  Internal Audit, with the primary responsibility of taking on record any complaints
or feedback from clients, to ensure continuity of our customer and client interface. The Company believes that the ability to identify emerging trends
in customer requirements and developing projects to suit such requirements is its strength.

The Company believes that diversifying its product offerings to include retail products in the nature of furnishings and interiors while ensuring that
such products conform to its existing quality standards will enable to grow its business with a Brand name “Sobha”.

Investor Relations/Grievances:

Investor Relations have been cordial during the year. As a part of compliance, the Company has formed an Investors’ Grievances Committee to
reddress the issues relating to investors.  According to the report from the Company’s Registrar & Transfer Agent, there were no investor grievances
pending as on March 31, 2007. A detailed report on the above is appearing in Corporate Governance Report as an annexure.

Subsidiaries:

As on March 31, 2007, M/s. S. B. G. Housing Private Limited is a subsidiary of the Company.  A Statement pursuant to Section 212 of the Companies
Act, 1956 is set out as an annexure to this report. The operations of the subsidiary are insignificant during the year under review.

Fixed Deposits:

The Company has neither accepted nor renewed any fixed deposits during the year.
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Consolidated Financial Statements:

As required under Accounting Standard 21, Consolidated Financial Statements read with Accounting Standard 23 on Accounting for Investments in
Associates, the Company is providing the audited consolidated financial statements in the Annual Report incorporating the results of the subsidiary
Company.

Directors:

There are no changes amongst the Directors during the year under review, except as mentioned below:

Dr.  S. K. Gupta, Mr. N. S. Raghavan, Mr.  R.V. S. Rao and Mr.  Anup Shah, have been co-opted as Additional Directors with effect from June 28, 2006.
All the Directors co-opted are Independent Directors. The Members of the Company at its 11th Annual General Meeting had unanimously
confirmed their appointment.

Lt. Gen. Mathew Mammen, who was appointed as Whole-time Director of the Company on May 01, 2006 resigned from the Board on June 28, 2006.

Mrs. Sobha Menon, Director retiring by rotation, was reappointed as Director of the Company by the Members of the Company at the 11th Annual
General Meeting.

In terms of Articles 107, 108 and 109 of the Articles of Association of the Company,  Mr.  Anup Shah and Mr.  N. S. Raghavan, Directors retire by
rotation and being eligible, offer themselves for reappointment at the ensuing Annual General Meeting.

Brief resume of the Directors proposed to be appointed / re-appointed, nature of their expertise in specific functional areas and names of the
companies in which they hold directorship and membership / chairmanship of Board Committees, as stipulated under Clause 49 of the Listing
Agreement with the Stock Exchanges are provided as an annexure to the Notice convening the Annual General Meeting.

Auditors:

M/s. S. Janardhan & Associates, Chartered  Accountants, the Statutory Auditors of the Company retire at the ensuing Annual General Meeting of the
Company and have not sought for reappointment.  The Company has received a special notice pursuant to Section 225(1) of the Companies Act,
1956 from a Member proposing the appointment of M/s. S. R. Batliboi & Associates, Chartered Accountants, Bangalore as the Auditors of the
Company to hold office from the conclusion of this Annual General Meeting till the conclusion of the next Annual General Meeting. The Board
proposes to appoint M/s. S.R. Batliboi & Associates,  Chartered Accountants in place of M/s. S. Janardhan & Associates, Chartered Accountants as the
Statutory Auditors of the Company for the financial year 2007-08.

M/s. S.R. Batliboi &  Associates, Chartered Accountants have confirmed that the appointment, if made, will be in accordance with the limits prescribed
under Section 224(1B) of the Companies Act, 1956.

The Board places on record its sincere appreciation for the services provided by M/s. S. Janardhan and Associates, Chartered Accountants, as
Statutory Auditors of the Company.

Directors’ Responsibility Statement:

As per the provisions of Section 217 (2AA) of the Companies Act, 1956, with respect to the Directors Responsibility Statement, it is hereby
confirmed that:

i. In the preparation of the annual accounts, the applicable accounting standards have been followed along with proper explanation relating to
material departures.

ii. The Directors have selected such accounting policies and applied them consistently and made judgments and estimates that are reasonable
and prudent so as to give a true and fair view of the state of affairs of the Company at the end of the financial year and of the profit and loss
of the Company for that period.

iii. The Directors have taken proper and sufficient care for the maintenance of adequate accounting records in accordance with the provisions of
this Act for safeguarding the assets of the Company and for preventing and detecting fraud and other irregularities.

iv. The Directors have prepared the accounts on a going concern basis.

Corporate Governance:

The Company is committed to maintain the highest standards of Corporate Governance. The Securities and Exchange Board of India (SEBI) has
introduced a code of Corporate Governance for listed companies which is implemented through the Listing Agreement with the Exchanges in
which the Company’s shares are listed.  A Separate Report on Corporate Governance forms part of the Annual Report.
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Particulars of Employees:

As required under Section 217(2A) of the Companies Act, 1956 read with the Companies (Particulars of Employees) Rules 1975, as amended, the
names and other particulars are set out in the annexure to this report.

Conservation of energy, Technology absorption, Foreign exchange earnings and outgo:

In terms of Section 217(1)(e) of the Companies  Act, 1956 read with Companies (Disclosure of Particulars in the report of Board of Directors)
Rules, 1988, the particulars of conservation of energy, technology absorption, foreign exchange earnings and outgo are set out as an annexure to
this report.

Acknowledgements:

We would like to place on record our sincere thanks to our Clients, Bankers, Vendors and Investors for their continued co-operation and support
extended during the year.

We also thank the employees of the Company for their valuable contribution in taking the Company to newer heights.

We thank the Government of India and the State Governments, the Regulatory Authorities like SEBI, Registrar of Companies, Stock Exchanges, and
Depositories etc. for their valuable support and also look for their continued support in the years to come.

Cautionary Statement:

Statements made in the report, including those stated under the caption “Management Discussion and Analysis” describing the Company’s plan,
projections and expectations may constitute “forward looking statement” within the meaning of applicable laws and regulations.  Actual results may
differ materially from those either expressed or implied.

For and on behalf of the Board

Place :  Thrissur Ravi Menon J. C. Sharma
Date :  May 14, 2007 Vice Chairman Managing Director
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ANNEXURE TO DIRECTORS’ REPORT

For Sobha Developers Limited

P. N. C. Menon Ravi Menon J. C. Sharma
Chairman Vice Chairman Managing Director

P. Kanodia K. Suresh
Place :  Thrissur Chief Financial Officer Company Secretary &
Date :  May 14, 2007 Compliance Officer

Conservation of Energy:
The Company has successfully deployed capacitor bank to optimize energy usage and keep the power factor at levels near utility. Concrete Products
Division (CPD) has introduced Interlocking Systems between Cooling Tower Motor of Hydraulic Pack & Masa Super Block Machine resulting in
avoidance of idle running of motor and thereby contributing to Energy Conservation.
The imported block-making unit has been fitted with many motors, equipped with frequency converters that allow infinitely variable speed control,
which leads to lower energy consumption.

Power & Fuel Consumption: Year Ended
March 31, 2007

Electricity
a. Purchased

Units (in Million) 3.13
Total Amount (Rs. in Million) 17.56
Rate/Unit (Rs.) 5.61

b. Own Generation
Through Diesel Generator
Units (in Million) 0.39
Total Amount (Rs. in Million) 2.80
Cost/ Unit (Rs.) 7.12

Research and Development (R&D):
The following are the specific areas in which R&D has been carried out by the Company

Concrete Product Division has a state-of-the-art laboratory wherein mix design is continuously done to optimize raw material cost.
Efforts have been made to develop and introduce innovative products like dish channel kerbs, drainage paving slabs of different slabs and
shapes into Indian markets for the first time.
The Company has introduced Dry Mix Vibrated Compacted Technology to produce Concrete Pavers & Blocks. During this year the Company
has extended the product range to more than 25 types of Concrete Products viz. blocks & pavers of different sizes in the same machine.
The Company has set up an exclusive R&D team comprising German technologists who are engaged in the process of technology transfer.

Customers satisfaction and new business opportunities are the benefits derived as a result of the above R&D.
Technology Absorption and Innovation:

During this year the Company has installed and commissioned three Mould Hydraulically Pressed Kerb Stone & Paving Slab Machine which
produces concrete products viz. Kerb Stones & Paving Slabs of very high density & comprehensive strength.
Foreign Exchange:

Foreign Exchange Earnings: Rs. 0.48 Million
Foreign Exchange Outgo:

Description Amount in
(Rs. million)

Imports of capital goods, raw materials, stores and spares 153.23

Redemption of Preference Shares 87.28

Travel 12.40

Services 46.74

Dividend 6.10

Total 305.75
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ANNEXURE TO DIRECTORS’ REPORT

STATEMENT PURSUANT  TO SECTION 212 OF THE COMPANIES ACT, 1956:

1. Name of the Subsidiary S.B.G. Housing Private Limited

2. Financial Year Ended 31-Mar-2007

3. Shares of the Subsidiary held by the Company on the above date:

a) Nos. 999

b) Face Value Rs. 100/-

c) Extent of Holding 99.99%

4. Net aggregate amount of profits/(losses) of Subsidiary for the above financial year so
far as they concern members of the Company (Rs.  in Million)

a) Dealt with the accounts of the Company for the year ended 31.03.2007 Nil

b) Not dealt with in the Accounts of the Company for the year ended 31.03.2007 0.02

5. Net aggregate amount of profits/(losses) for the previous financial years of the Subsidiary,
since it became a subsidiary so far as they concern the members of the Company (Rs. in Million)

a) Dealt with the accounts of the Company for the year ended 31.03.2007 Nil

b) Not dealt with in the Accounts of the Company for the year ended 31.03.2007 0.02

For Sobha Developers Limited

P. N. C. Menon Ravi Menon J. C. Sharma
Chairman Vice Chairman Managing Director

P. Kanodia K. Suresh
Place :  Thrissur Chief Financial Officer Company Secretary &
Date :  May 14, 2007 Compliance Officer
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Corporate Governance Philosophy:

Sobha Developers Limited has been in the forefront in adopting the best governance practices so as to promote ethical values, social responsibility,
transparency, accountability, fairness, integrity and compliance with the existing legislation. Our Corporate Governance mechanism is being implemented
in its true letter and spirit so as to ensure that all the stakeholders of the Company maximise their value legally, ethically and benefit in the long run,
by way of sustained growth and value addition.

The Company strives to adopt the best governance and disclosure practices with the following principles in mind.

a. The Management of the Company is the trustees of the shareholders funds and not the owners of the same.
b. Keep a clear distinction between personal and corporate resources.
c. Disseminate clearly the internal function of the Company to the outside world.
d. Comply with all applicable laws of land in which the Company operates.
e. Maintain high degree of integrity in its disclosure.
In line with the Statutory Compliances as stated in Clause 49 of the Listing Agreement(s), the Company has fully complied with the same.

Board of Directors:

The Company has Eight Directors comprising of an Executive Chairman, a Vice Chairman, a Managing Director, a Non-Executive Director and four
Independent Directors. The appointment of Four Independent Directors is in conformity with the provisions of Clause 49 of the Listing Agreement(s)
entered into with the Stock Exchange(s) by the Company.

None of the Directors are disqualified under Section 274(1)(g) of the Companies Act, 1956 read with Companies (Disqualification of Directors
under Section 274(1)(g) of the Companies Act, 1956) Rules, 2003.

Necessary disclosures have been made by the Directors stating that they do not hold any membership in more than 10 Committees or Chairman
of more than 5 Committees in terms of Clause 49 of the Listing Agreement(s).

The composition of the Board as on May 14, 2007

Name Position Relationship with India Listed All Companies In all Companies In Committees
other Directors Companies around the world Committee Chairperson #

(listed & unlisted) Membership #
Directorship as on

May 14, 2007
Mr.  P. N. C. Menon Chairman Spouse of 1 21 2 2

Mrs. Sobha Menon
and father of
 Mr.  Ravi Menon

Mr. Ravi Menon Vice Chairman Son of 1 7 4 None
Mr.  P.  N.  C. Menon
and Mrs. Sobha
Menon

Mr.  J. C. Sharma Managing Director None 1 10 7 2

Mrs. Sobha Menon Non-Executive Spouse of 1 2 None None
Director Mr.  P.  N.  C. Menon

and mother of
Mr.  Ravi Menon

Mr. N. S. Raghavan Independent Director None 2 9 4 1

Dr.  S. K. Gupta Independent Director None 10 12 15 3

Mr.  R.  V.  S. Rao Independent Director None 2 6 7 2

Mr.  Anup Shah Independent Director None 1 4 1 1

# Includes – Audit Committee, Investors’ Grievance Committee, Investments and Borrowings Committee, Share Transfer Committee, Executive
Committee, Price Revision Committee and Executive Selection and Remuneration Committee.

Board Compensation:

The compensation to the Board of Directors is approved by the Shareholders and disclosed separately in Notes to Accounts. Compensation to the
Whole-time Director(s) consists of fixed salary and/or performance incentive. Compensation payable to the Independent Directors is limited to a
fixed amount per year approved by the board and the shareholders.

REPORT ON CORPORATE GOVERNANCE
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Cash Compensation to the Directors for the year 2006-07:
(Rs. in million)

Sl. Name Salary Perquisites Contribution Other Commission / Sitting Total
No. to Provident Allowances Incentive fees

Fund

1. Mr. P. N. C. Menon 18.00 1.60 2.16 10.80 – – 32.56
2. Mr. Ravi Menon 19.40 – 1.46 0.42 – – 21.28
3. Mr.  J. C. Sharma 1.93 – 0.23 2.00 37.40 – 41.56
4. Mrs. Sobha Menon – – – – – – –
5. Mr. N. S. Raghavan – – – – 0.85 0.06 0.91
6. Dr. S. K. Gupta – – – – 0.95 0.02 0.97
7. Mr.  R. V. S. Rao – – – – 0.95 0.06 1.01
8. Mr.  Anup Shah – – – – 0.85 0.04 0.89

Total 39.33 1.6 3.85 13.22 41.00 0.18 99.18

Independent Directors Remuneration:

Section 309 of the Companies Act, 1956 provides that a Director who is neither in the whole-time employment of the Company nor a Managing
Director may be paid remuneration by way of commission, if the Company by special resolution, authorises such payment. Members of the Company at
the Annual General Meeting held on September 13, 2006, approved payment of remuneration by way of commission to independent directors, at a sum
not exceeding 1% per annum of the Company’s net profits. Accordingly the Board at its meeting held on September 20, 2006 fixed the commission
payable to each directors as Rs. 600,000/-, and sitting fees of Rs.10,000/- per Board meeting. In the Board meeting held on
January 20, 2007, the Board considered and paid commission of Rs. 250,000/- each to the Independent Directors, as a token of appreciation for their
valuable advice from time to time to the Company especially during the IPO time, in addition to their commission.

Shareholding of our Directors in the Company as on March 31, 2007

S. No. Name of the Shareholder No. of Equity Percentage
Shares Shareholding

1. Mr.  P.  N.  C. Menon 16,488,522 22.62
2. Mrs. Sobha Menon 41,348,421 56.72
3. Mr.  P. N. C. Menon and Mrs. Sobha Menon, jointly holding Equity Shares 5,494,407 7.54
4. Mr.  Ravi Menon * 30 0.00
5. Mr.  J. C. Sharma 195,325 0.27
6. Mr.  Anup Shah * 4,300 0.00
7. Mr.  N. S. Raghavan 8,400 0.01
8. Mr.  R.  V.  S. Rao 15,000 0.02
9. Dr.  S. K. Gupta * 5,400 0.00

Total 63,559,805 87.18

* Shareholding less than 0.01%

Board Meetings:

The Strategic Decisions of the Company are taken on the basis of a collective consensus amongst the Directors. Most Board meetings are held at
our Corporate Office: # 4, Neeladri Plaza, Raja Ram Mohan Roy Road, Richmond Road Circle, Bangalore-560 025. The Company Secretary in
consultation with Managing Director and Chairman drafts the agenda for each Board meeting, along with explanatory notes and distribute these in
advance to Directors.
The Company has a well-defined process of placing the vital and sufficient information before the Board. As such the information earmarked under
Clause 49 of the Listing Agreement(s) are covered to the fullest extent. The Board meets at least once in a quarter and any member of the Board
is free to suggest any improvement.
Fourteen Meetings of the Board of Directors were held during the year. One Meeting of the Board of Directors was held post to the listing of
securities of the Company viz. January 10, 2007.
The Minutes of the Meetings of the all the Committees namely,  Audit Committee, Investors Grievance Committee, Share Transfer Committee,
Investments and Borrowings Committee, Price Revision Committee, Executive Committee and Executive Selection and Remuneration Committee
of the Company are placed before the Board.
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The Company has filed its DRHP on August 4, 2006, RHP on November 6, 2006 and Prospectus on December 01, 2006. The initial public offer was
open from November 23, 2006 till November 29, 2006. The Company’s shares were listed on BSE and NSE on December 20, 2006.

The Chairman, Managing Director and/or Senior Management Personnel(s) of the Company meets the Independent Director before the meeting
and update them on business related issues and give a presentation on relevant topics if required. There is no materially significant related party
transaction, between the directors, relative of directors, senior management or subsidiary except as disclosed in the financial report for the year
ended March 31, 2007.

Committees of the Board:

Presently, the Board has, (i) Audit Committee, (ii) Investors’ Grievance Committee, (iii) Executive Selection and Remuneration Committee,
(iv) Investments and Borrowings Committee, (v) Price Revision Committee, (vi) Executive Committee and (vii) Share Transfer Committee.  Audit
committee have majority of Independent Directors and meet four times in a year.  Other committees meets as and when need arise.  The chairman
of these committees informs the Board about their decisions and findings.

AUDIT COMMITTEE:

The Audit committee of the Company was constituted on June 28, 2006 in accordance with the provisions of Clause 49 of the Listing Agreement(s).

The purpose of the audit committee is to ensure the objectivity, credibility and correctness of the Company’s financial reporting and disclosure
processes, internal controls, risk management policies and processes, tax policies, compliance and legal requirements and associated matters.

The composition, powers, role and terms of reference of the Committee are in consonance with the requirements mandated under Section 292A
of the Companies Act, 1956 and Clause 49 of the Listing Agreement(s).

The terms of reference of the audit committee are as follows:

Regular review of accounts, accounting policies, disclosures, etc.

Review of the major accounting entries, based on exercise of judgment by management and review of significant adjustments arising out of
audit.

Review of qualifications in the draft audit report and suggesting action points.

Establishing and reviewing the scope of the independent audit including the observations of the auditors and review of the quarterly, half-yearly
and annual financial statements before submission to the Board.

The Committee shall have post audit discussions with the independent auditors to ascertain any area of concern.

Establishing the scope and frequency of internal audit, reviewing the findings of the internal auditors and ensuring the adequacy of internal
control systems.

To look into reasons for substantial defaults in the payment to depositors, debenture holders, shareholders and creditors.

To look into the matters pertaining to the Director’s Responsibility Statement with respect to compliance with Accounting Standards and
accounting policies.

Compliance with Stock Exchange legal requirements concerning financial statements, to the extent applicable.

The Committee shall look into any related party transactions i.e., transactions of the Company of material nature, with promoters or management,
their subsidiaries or relatives etc., that may have potential conflict with the interests of Company at large.

Appointment and remuneration of statutory and internal auditors.

Such other matters as may from time to time are required by any statutory, contractual or other regulatory requirements to be attended to
by the Audit Committee.

The powers of the audit committee shall include the power to:

investigate activity within its terms of reference

seek information from any employees

obtain outside legal or other professional advice

secure attendance of outsiders with relevant expertise, if it considers necessary
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The Composition and Attendance of the members of the Audit Committee is as follows:

Name Category Number of Meetings
Held Attended

R.  V.  S. Rao (Chairman) Non-Executive, Independent Director 3 3

N.  S. Raghavan (Member) Non-Executive, Independent Director 3 3

J. C.  Sharma (Member) Managing Director 3 3

The quorum for the Committee is two independent members present or one third of members of the audit committee whichever is higher.

The CFO and the designated Executive Director of the Company heading the Internal Audit Function along with the Statutory Auditors have attended
all the Audit Committee Meetings in the capacity of invitees held so far by the Company. The Chairman and Vice Chairman of the Board are also invited
to attend the Committee Meeting.  The Company Secretary and Compliance Officer of the Company acted as the Secretary to the Committee.

As per the resolution of the Board dated September 20, 2006, the Chairman of the Audit Committee meeting is entitled to a fixed commission of
Rs.100,000/- per annum and independent directors who attend the committee are entitled for Rs.5,000/- per meeting as sitting fees.

The Audit Committee met three times during the financial year 2006-07 on the following dates: September 20, 2006, October 27, 2006 and January
19, 2007. Clause 49 of the Listing Agreement(s) are applicable from the day of listing i.e. December 20, 2006.

Audit Committee Report for the year ended March 31, 2007:

Two members of the committee are independent directors and one is the Managing Director, according to the formation of the audit committee
resolution and Clause 49 of the Listing Agreement with the relevant stock exchange(s).

The Statutory auditors are responsible for performing the quarterly (if any) and yearly Statutory audit of the Company’s financial statements in
accordance with the prevailing accounting and auditing standards, and for issuing a report thereon. The management is responsible for the Company’s
internal controls and the financial reporting process.

The committee is responsible for overseeing the processes related to (i) the financial reporting, (ii) its dissemination, (iii) monitor these processes
(iv) ensure that the financial statements are true and fair, and (v) recommend the appointment of the Company’s internal and Statutory auditors to
the Board.

The management represented to the committee that the Company’s financial statements were prepared in accordance with prevailing Accounting Principles
and Practices. The committee discussed with the Company’s auditors, about the (i) overall scope and plans for the Statutory audit, (ii) the reasonableness of
significant judgments and the clarity of disclosures in the financial statements and (iii) the applicability of the accounting principles and standards.

The committee has reviewed the internal control system put in place to ensure that the books of account of the Company are properly maintained
and that the accounting transactions are in accordance with prevailing laws and regulations. In conducting such reviews, the committee found no
material discrepancy or weakness in the internal control systems of the Company.

The committee also reviewed the financial and risk management policies and procedure of the Company and expressed its satisfaction with the
same.

Based on the above facts, the audit committee believes that the Company’s financial statements are true and fair, and is in conformity with Generally
Accepted Accounting Principles in all material aspects.

Based on the committee’s discussion with the management, the internal auditor and the Statutory auditors the committee has recommended that
the audited consolidated and unconsolidated financial statements of Sobha Developers Limited and its subsidiaries for the year ended March 31,
2007 be accepted by the Board as a true and fair.

The committee has recommended to the Board the appointment of S. R. Batliboi & Associates, Chartered Accountants as the statutory auditors of
the Company for the financial year ending March 31, 2008, and that the necessary resolutions for appointing them as auditors be placed before the
shareholders.

The Committee placed on record their sincere appreciation on the service provided by M/s S. Janardhan & Associates, Chartered Accountants, as
Statutory Auditor of the Company.

The committee believes that, it has complied with its responsibilities as outlined in the terms of reference and its formation.

Sd/-
Place :  Thrissur R.  V.  S. Rao
Date :  May 14, 2007 Chairman,  Audit Committee
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INVESTORS’ GRIEVANCE COMMITTEE:

The Investors’ Grievance Committee of the Company was constituted on June 28, 2006 in accordance with the provisions of Clause 49 of the
Listing Agreement(s).

This Committee is specifically responsible for the redressal of shareholder grievances.

The Composition, powers, role and terms of reference of the Committee are in accordance with the provisions of Clause 49 of the Listing
Agreement(s).

The terms of reference of the Investors’ Grievance Committee are as follows:

Investor relations and redressal of shareholders grievances in general and relating to non receipt of dividends, interest, non receipt of Balance
Sheet etc. in particular.

Such other matters as may from time to time be required by any statutory, contractual or other regulatory requirements to be attended to by
such committee.

The Composition and Attendance of the members of the Investors Grievance Committee is as follows:

Name Category Number of Meetings
Held Attended

Dr.  S. K. Gupta (Chairman) Non-Executive, Independent Director 1 1

Ravi Menon (Member) Executive,  Vice Chairman 1 None

J.  C.  Sharma (Member) Managing Director 1 1

The quorum for the Committee is any two members present.

The Chairman of the Board was also invited to attend the Committee Meeting. The Company Secretary and Compliance Officer of the Company
acted as the Secretary to the Committee.

As per the resolution of the Board dated September 20, 2006, the Chairman of the Investors Grievance Committee meeting is entitled to a
remuneration of Rs.100,000/- per annum and is entitled for Rs. 5,000/- per meeting as sitting fees. The Investors Grievance Committee met once on
January 19, 2007 during the financial year 2006-07.

Investors’ Grievance Committee report for the year ended March 31, 2007:

The Committee expresses its satisfaction with the Company’s performance in dealing with the Investors’ Grievances.

The details of complaints received and resolved during the year is as follows:

Sl. No. Nature of Complaints Received during Resolved during Pending as on
received the year the year March 31, 2007

1. Non credit of shares 4,162 4,162 –

2. Non receipt of refund 2,443 2,443 –

3. Correction in refund orders 1,063 1,063 –

4. Others 22 22 –

Total 7,690 7,690 –

The shares of the Company were listed in BSE and NSE on December 20, 2006.  As on March 31, 2007, 66,831,011 Equity Shares were held in the
Demat form constituting 91.67% of the total shares of 72,901,733.

Sd/-
Dr.  S.  K. Gupta

Chairman, Investors’ Grievance Committee
Place :  Thrissur
Date :  May 14, 2007
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EXECUTIVE SELECTION AND REMUNERATION COMMITTEE:

The Executive Selection and Remuneration Committee of the Company were constituted on May 14, 2007.

The following are the terms of reference of the Executive Selection and Remuneration Committee:

a) To review and approve/recommend the remuneration for the Whole-time Directors of the Company and Senior Management Personnel of
the Company.

b) To review and recommend to the Board the remuneration policy of the Company.

c) To review the Key Result Areas for Executive Directors and Management Council members and Senior Management Personnel;

d) To review the remuneration package offered by the Company to different grades of its employees;

e) Produce an annual report on executive compensation for inclusion in the Company’s Annual Report, in accordance with applicable rules and
regulations;

f) Take all necessary steps for the administration of the Employee Stock Option Scheme or the Employee Stock Purchase Scheme.

g) To perform such functions as may be detailed in the Remuneration Committee under Schedule XIII of the Companies Act, 1956.

h) To perform such functions as may be performed by the Selection Committee under the provisions of Directors Relatives (Office or Place of
Profit) Rules 2003 read with Section 314 of the Companies Act, 1956.

i) To approve grant of stock options to the employees and/or Directors of the Company and its subsidiaries.

j) To discharge such other functions or exercise such powers as may be delegated to the Committee by the Board from time to time.

The Composition of the members of Executive Selection and Remuneration Committee is as follows:

Name Category

Anup Shah (Chairman) Non-Executive, Independent Director

R.V.  S. Rao (Member) Non-Executive, Independent Director

J. C.  Sharma (Member) Managing Director

The quorum for the meeting shall be any two Members present in the meeting.

As per the resolution of the Board dated May 14, 2007, the Chairman of the Executive Selection and Remuneration Committee meeting is entitled
to a remuneration of Rs.100,000/- per annum and independent directors who attend the committee are entitled for Rs. 5,000/- per meeting as
sitting fees.

Since the Committee was formed only on May 14, 2007 and its first meeting was on that date, there were no meetings during the financial year
2006-07.

IPO COMMITTEE:

The IPO Committee of the Company was constituted on June 02, 2006.

The following are the terms of reference of the IPO Committee:

1. To decide on the timing, pricing and all the terms and conditions of the issue of the shares for the Public Issue, including the price, and to accept
any amendments, modifications, variations or alterations thereto;

2. To appoint and enter into arrangements with the book running lead managers, underwriters to the Public Issue, syndicate members to the
Public Issue, brokers to the Public Issue, escrow collection bankers to the Public Issue, registrars, legal advisors and any other agencies or
persons or intermediaries to the Public Issue and to negotiate and finalise the terms of their appointment, including but not limited to
execution of the BRLM’s mandate letter, negotiation, finalisation and execution of the memorandum of understanding with the BRLM etc.;

3. To finalise and settle and to execute and deliver or arrange the delivery of the draft red herring prospectus, the red herring prospectus, the
final prospectus, syndicate agreement, underwriting agreement, escrow agreement and all other documents, deeds, agreements and instruments
as may be required or desirable in relation to the Public Issue;

4. To open with the bankers to the Public Issue such accounts as are required by the regulations issued by SEBI;

5. To do all such acts, deeds, matters and things and execute all such other documents, etc. as it may, in its absolute discretion, deem necessary or
desirable for such purpose, including without limitation, finalise the basis of allocation and to allot the shares to the successful allottees as
permissible in law, issue of share certificates in accordance with the relevant rules;
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6. Do all such acts, deeds and things as may be required to dematerialise the equity shares of the Company and to sign agreements and/or such
other documents as may be required with the National Securities Depository Limited, the Central Depository Services (India) Limited and
such other agencies, authorities or bodies as may be required in this connection;

7. To make applications for listing of the shares in one or more stock exchange(s) for listing of the equity shares of the Company and to execute
and to deliver or arrange the delivery of necessary documentation to the concerned stock exchange(s); and

8. To settle all questions, difficulties or doubts that may arise in regard to such issues or allotment as it may, in its absolute discretion deem fit.

9. To delegate any of the aforesaid powers of the committee to any officer or employee with a power to sign on any document or application on
behalf of the Company for the purpose of implementing the decisions taken by the committee.

The Composition of the members of IPO Committee was as follows:

Name Category Number of Meetings
Held Attended

Ravi Menon (Member) Executive,  Vice Chairman 10 10

J. C.  Sharma (Chairman) Executive, Managing Director 10 10

Lt. Gen. Mathew Mammen* (Member) Executive,  Whole-time Director 10 1

*  Lt Gen. Mathew Mammen was appointed as a Director on May 01, 2006 and had resigned from the Board and IPO Committee on June 28, 2006.

The IPO Committee met Ten Times during the financial year 2006-07 on the following dates: June 02, 2006, July 02, 2006,  August 03, 2006,
August 29, 2006, October 4, 2006, October 13, 2006, October 28, 2006, November 5, 2006, November 11, 2006, and November 30, 2006.

The IPO Committee delegated the entire IPO process and its documentation such as, preparation of prospectus, due diligence process, filing
documents with Stock Exchanges, Reserve Bank of India, Department of Industrial Policy and Promotion (DIPP), Registrar of Companies, NSDL/
CDSL, Registrar & Transfer Agents, etc. to Mr.  K. Suresh, Company Secretary & Compliance Officer.

During the year under review, the Company has issued 8,896,825 Equity Shares of Rs. 10/- each by way of an Initial Public Offer (IPO) through Book
Building Route according to SEBI (DIP) Guidelines 2000. The issue opened on November 23, 2006 and closed on November 29, 2006. The Company
had received 493,238 applications for 1,013,204,575 shares under various categories are as follows:

Sl. No. Category Number of Number of No. of times
applications shares subscribed

1. Retail Investors 490,108 49,172,375 20.48

2. Non Institutional Bidders 2,183 152,533,880 190.60

3. Qualified Institutional Bidders 450 810,616,200 168.79

Sub-total-1 492,741 1,012,322,455 126.48

4. Employees Bidders 497 882,120 0.99

Total 493,238 1,013,204,575 113.93

The issue was oversubscribed by 113.93 times overall and in non-employee categories it was 126.48 times and the total gross amount collected by
the Escrow Bankers on account of our issue stood at Rs. 181,574,659,776/-, from various categories are as follows:

Sl. No. Category Rs.

1. Retail Investors 31,477,676,024

2. Non Institutional Bidders 97,621,737,152

3. Qualified Institutional Bidders 51,910,673,400

4. Employees Bidders 564,573,200

Total 181,574,659,776

Applications for 976,205 Equity Shares were rejected on various grounds. The Net quantum eligible for allotment was 1,012,228,370 shares.
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The Refund Orders were dispatched by the Registrars and Transfer Agents, M/s. Intime Spectrum Registry Limited on December 12, 2006. The
Company’s shares were listed on BSE and NSE on December 20, 2006.

The Board of Directors have vide a resolution passed in the meeting held on December 12, 2006 constituted an Investors’ Grievance Committee
to specifically look and redress the issues pertaining to the Investor Grievances. Consequent to the listing of shares of the Company in the Stock
Exchange(s) on December 20, 2006 the Board of Directors vide their resolution passed in the meeting held on January 20, 2007 had dissolved the
IPO Committee as the purpose of the constitution was served.

SHARE TRANSFER COMMITTEE:

The Share Transfer Committee of the Company was constituted on December 12, 2006.

The following are the terms of reference of the Share Transfer Committee:

1. To look in to the requests of Transfer and Transmission of Shares.

2. To look in to the requests for the rematerialization of Shares.

3. To issue Duplicate Share Certificate in lieu of the Original Share Certificate.

4. To issue split Share Certificate as requested by the Member.

5. To take all such steps as may be necessary in connection with the Transfer, Transmission, Splitting and issue of Duplicate Share Certificate in lieu
of the Original Share Certificate.

The Composition of the members of Share Transfer Committee is as follows:

Name Category Number of Meetings
Held Attended

P. N. C. Menon (Chairman) Executive, Chairman 2 1

Ravi Menon (Member) Executive, Vice Chairman 2 2

J. C.  Sharma (Member) Managing Director 2 2

The quorum for the meeting shall be any two Members present in the meeting.

The Share Transfer Committee met twice during the financial year 2006-07 on the following dates: February 15, 2007 and March 15, 2007.

EXECUTIVE COMMITTEE:

The Executive Committee of the Company was constituted on October 28, 2006.

The following are the terms of reference of the Executive Committee:

1. Authorizing representatives of the Company to make application for obtaining registration certificate under various statutes.

2. Authoring Representative(s) of the Company to represent before various Statutory Authorities like Income Tax, Sales Tax, Professional Tax,
Provident Fund, Excise, Customs, etc.

3. To make application for obtaining Contractors License.

4. Such other functions, which are of day-to-day operations in nature.

The Composition of the members of Executive Committee is as follows:

Name Category

P. N. C. Menon (Chairman) Executive, Chairman

Ravi Menon (Member) Executive,  Vice Chairman

J. C. Sharma (Member) Managing Director

The quorum for the meeting shall be any two Members present in the meeting.

The Executive Committee met once on March 08, 2007 during the financial year 2006-07.
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INVESTMENTS AND BORROWINGS COMMITTEE:

The Investments and Borrowings Committee of the Company was constituted on July 24, 2006.

The following are the terms of reference of the Investments and Borrowings Committee:

a) To submit the proposals to Banks and Financial Institutions or term lending financial institutions for availing the various short term and long
term credit facilities not limited to Term Loans or Cash Credit or by whatever name called.

b) To accept the terms and conditions contained in the communication issued by the prospective lenders whether partially or in full.
c) To open the Bank Accounts on behalf of the Company not limited to Currents Account, Cash Credit Account, Overdraft Account, Deposit

Account etc.
d) To accept the Unsecured Loans on such terms and conditions as they may deem fit.
e) To enter into the derivative transactions.
f) To make or sell investments (Shares, Mutual Fund units etc.) on behalf of the Company.
g) To sign the agreement of loan/Investment with various financial institutions for effecting the borrowing, lending or investments as the case may be.

The composition of the members of Investments and Borrowings Committee is as follows:

Name Category

J. C. Sharma (Chairman) Managing Director

Ravi Menon (Member) Executive, Vice Chairman

Pradumna Kanodia (Member) Chief Financial Officer

The quorum for the meeting shall be any two Members present in the meeting.

The Investments and Borrowings Committee met Seven times during the financial year 2006-07 on the following dates: September 08, 2006,
November 25, 2006, December 12, 2006, January 02, 2007, February 06, 2007, March 14, 2007 and March 27, 2007.

PRICE REVISION COMMITTEE:

The Price Revision Committee of the Company was constituted on September 20, 2006.

The Price Revision Committee was formed to overview the pricing policy of the Company pertaining to both the contractual as well as residential
projects undertaken by the Company from time to time.

The composition of the members of Price Revision Committee is as follows:

Name Category

J. C. Sharma (Chairman) Managing Director

Jackbastian Nazareth (Member) Executive Director-Sales and Marketing

Wilson Mathew* (Member) General Manager-Sales and Marketing
* Resigned from the Company with effect from January 19, 2007.
The Price Revision Committee met three times during the financial year 2006-07 on the following dates: September 23, 2006, December 04, 2006
and January 16, 2007.
Code of Conduct:

In terms of Clause 49 of the Listing Agreement, the Company had adopted a Code of Conduct for the Board of Directors and Senior Management
Personnel of the Company. The same has been placed in the website of the Company.  The Declaration by the Managing Director of the Company
forms part of this Report.

DECLARATION:

This is to confirm that the Company has adopted a Code of Conduct for its Board Members and the Senior Management Personnel and the same
is available on the Company’s website.
I confirm that the Company has, in respect of financial year ended March 31, 2007, received from the senior management personnel of the Company
and the members of the Board, a declaration of compliance with the Code of Conduct as applicable to them.

Sd/-
Place :  Thrissur J. C.  Sharma
Date :  May 14, 2007 Managing Director
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Insider Trading Code:

The Company had adopted the Employee Share Dealing Code in terms of the SEBI (Prohibition of Insider Trading) Regulations 1992. This code is
applicable to all Directors and designated employees. The code ensures prevention of dealing in shares by persons having access to unpublished
price sensitive information.

The Company regularly monitors the transactions in terms of the Employee Share Dealing Code undertaken by the employees of the Company.
The Company also informs the Stock Exchanges(s) periodically about the transaction(s) undertaken by the designated employees and their share
holdings as per the regulations.

General Body Meetings:

Details of the last three Annual General Meetings are as follows:

Financial Year ended Date Time Venue

March 31, 2006 September, 13, 2006 10.00 A.M Registered Office of the Company

June 28, 2006* 10.00 A.M Registered Office of the Company

May 8, 2006* 10.00 A.M Registered Office of the Company

March 31, 2005 August 30, 2005 10.00 A.M Registered Office of the Company

March 31, 2004 September 30, 2004 09.00 A.M Registered Office of the Company

* Extraordinary General Meeting

Special Resolutions:

11th Annual General Meeting held on September 13, 2006:

i. Authorizing the Board to make Inter Corporate Loans/Guarantees/Investments by the Board of Directors to the tune of Rs. 20,000,000,000
(Rupees Twenty Thousand Million Only) under Section 372A of the Companies Act, 1956.

ii. Payment of remuneration to Non-Executive Directors of the Company under Section 309 of the Companies Act, 1956 subject to a limit of
1 % (One Per cent) of the net profits in any financial year computed in the manner as provided in Section 198(1), 349 and 350 of the
Companies Act, 1956.

Extraordinary General Meeting held on June 28, 2006:

i. Increase in the Authorized Share Capital of the Company.

ii. Issue of Bonus Shares.

iii. Approval for Issue of Equity Shares by way of an IPO under Section 81(IA).

iv. Revision of Managing Director’s Remuneration.

Extraordinary General Meeting held on May 8, 2006:

i. Conversion of Private Limited Company in to a Public Limited Company.
ii. Alteration in the Articles of Association.
iii. Power to make Inter Corporate Loans or Investments or give any Guarantee or Security.
iv. Power to Borrow money in excess of the Paid-up Share Capital of the Company and Reserves.
v. Power to contribute to the Charitable or other funds not relating to the business of the Company.
vi. Ratification of appointment of Chairman of the Company and fixing remuneration.
vii. Ratification of appointment of Managing Director and fixing remuneration.
viii. Ratification of appointment of Vice Chairman of the Company and fixing remuneration.
ix. Ratification of appointment of Executive Director and fixing remuneration.

10th Annual General Meeting held on August 30, 2005:

i. Increase in the Authorised Share Capital of the Company.

09th Annual General Meeting held on September 30, 2004:

No Special resolution.
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Postal Ballot:

There are no ordinary or special resolutions that need to be passed by the shareholders through a postal ballot for the year ended March 31, 2007.

Corporate Governance Certificate:

The auditors Certificate as required under Clause 49 of the Listing Agreements forms part of the annual report.

CEO and CFO Certification:

The CEO/CFO Certification as required under Clause 49 of the Listing Agreements forms part of the Annual Report.

Means of Communication:

The quarterly, half yearly and annual results are published in the Economic Times and Vijaya Karnataka (Regional Language Newspaper where the
Registered Office of the Company is situated).  As per the Clause 51 of the Listing Agreement with Stock Exchanges(s), financial results and
shareholding pattern are filed on the Electronic Data Information filing and Retrival (EDIFAR) web site maintained by SEBI. The above information
can also be viewed at the common portal platform www.corpfiling.in maintained by both NSE and BSE.

The above results are also displayed in the website of the Company - www.sobhadevelopers.com.

Press releases made by the Company from time to time are informed to the Stock Exchanges(s) and are also uploaded in the website of the
Company.

The Directors’ Report, Management Discussion and Analysis Report and the Corporate Governance Report forms part of the Company’s Annual
Report.

Unclaimed Dividends :

There are no amounts of Unclaimed Dividends from the Company.

Fees paid to Statutory Auditors:

During the financial year 2006-07, the following fees have been paid to the Statutory Auditors of the Company.

(Rs. in million)

Audit Fees 1.00

Tax Audit 0.10

IPO Related Matters 0.80

Out of Pocket Expenses 0.14

Total 2.04

DISCLOSURES:

a. There are no materially significant related party transactions, which have a potential conflict with the interests of the Company at large.

b. The Company has complied with the requirements of the Stock Exchanges/SEBI/any other Statutory Authority on all the matters related to
capital markets. There are no penalties or strictures imposed on the Company by the Stock Exchanges/SEBI/any other Statutory Authority
relating to the above.

c. The Company has a Whistle Blower policy and further confirms that no personnel have been denied access to the audit committee.

d. The Company has fulfilled the following non mandatory requirements:

The Company has constituted an Executive Selection and Remuneration Committee.

There are no qualifications in the Auditors’ Report pertaining to the financial statements for the financial year 2006-07.

The Company has a Whistle Blower Policy wherein a mechanism has been devised to report to the management concerns about
unethical behaviour, actual or suspected fraud or violation of Company’s code of conduct.

GENERAL SHAREHOLDER INFORMATION:

Registered Office of the Company:
E-106, Sunrise Chambers, 22, Ulsoor Road,
Bangalore - 560 042.

078-409_Sobha Developer_Ord_AR 2k6_2k7_(033-050).pmd 17/07/2007, 4:26 AM44



45

Annual General Meeting:
Date: Monday,  August 13, 2007
Time: 02.30 P. M.
Venue: NIMHANS Convention Centre, Hosur Road, Bangalore-560 029.

Financial Calendar: (Tentative and subject to change for the financial year 2007-08)

Adoption of Results for the quarter ending June 30, 2007: August 13, 2007.

Adoption of Results for the quarter ending September 30, 2007: October 15, 2007.

Adoption of Results for the quarter ending December 31, 2007: January 14, 2008.

Adoption of Results for the quarter ending March 31, 2008: May 13, 2008.

Date of Book Closure:

August 04, 2007 to August 13, 2007 (Both days inclusive)

Dividend Payment date:

The final dividend, if approved by the shareholders shall be paid on or after August 13, 2007, within the statutory time limit of 30 days.

Listing of Equity Shares:

The Equity Shares of the Company are listed on the following stock exchanges along with the Stock Code / Symbols:

1. Bombay Stock Exchange Limited 532784

2. The National Stock Exchange of India Limited SOBHA

Listing fees for the year 2007-08:

The listing fees has been paid up to date to the Stock Exchange(s).

Stock Market Data:

The monthly high and low quotations and the volume of the Company’s shares traded on stock exchanges are as follows:

Total
BSE NSE Volume (No.)

Month High Rs. Low Rs. Average Volume High Rs. Low Rs. Average (N0.) (BSE & NSE)
Rs. (No.) Rs.

Dec-06 1,179.00 898.65 971.45 15,098,805 1,248.00 900.00 975.90 27,087,497 42,186,302

Jan-07 1,128.00 976.15 1,064.30 7,530,106 1,128.20 975.00 1,063.32 13,965,358 21,495,464

Feb-07 1,054.90 725.00 865.85 3,135,613 1,050.00 721.00 860.65 7,103,337 10,238,950

Mar-07 823.50 620.00 761.68 3,588,653 824.00 620.00 761.45 7,428,015 11,016,668

For the Year * 1,179.00 620.00 958.34 29,353,177 1,248.00 620.00 954.48 55,584,207 84,937,384

Volume traded/
outstanding
shares ** 40% 76% 116%

* For the year represents, the yearly high, yearly low, yearly average and total volume of shares traded during the year.

** The number of shares outstanding is 72,901,733 as on March 31, 2007 have been considered for the above calculation, out of which 64,004,908
are in “lock in period”.
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BSE Closing Index vs SDL Closing Price
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The Shareholding Pattern of the Company as on March 31, 2007, as per Clause 35 of the Listing Agreement entered with the
Stock Exchanges is as under:

Cate- Category of No. of Total No.  of No.  of Total Shareholding
gory Shareholders Shareholders Shares Shares held in as a percentage
Code Dematerialized of  Total Number  of Shares

From
As a Percentage As a Percentage

of (A+B) of (A+B+C)
(A) SHAREHOLDING OF

PROMOTER &
PROMOTER GROUP (2)

1. INDIAN
a. INDIVIDUAL / HUF – – – – –
b. CENTRAL / STATE – – – – –

GOVERNMENT(S)
c. BODIES CORPORATE – – – – –
d. FINANCIAL – – – – –

INSTITUTIONS/
BANKS

e. ANY OTHER 2 90,000 – 0.12 0.12
(RELATIVES OF PROMOTORS)

SUB -TOTAL (A)(1) 2 90,000 – 0.12 0.12
PROMOTERS)

2. FOREIGN
a. INDIVIDUAL 3 63,331,350 57,836,943 86.87 86.87

 (NRI / FOREIGN
INDIVIDUAL)

b. BODIES CORPORATE – – – – –
c. INSTITUTIONS – – – – –
d. ANY OTHER 1 30 – – –

(RELATIVES OF PROMOTORS)
SUB- TOTAL (A)(2) 4 63,331,380 57,836,943 86.87 86.87
TOTAL HOLDING FOR 6 63,421,380 57,836,943 87.00 87.00
PROMOTERS (A)=(A) (1)+(A)(2):

(B) PUBLIC SHAREHOLDING (3)
1. INSTITUTIONS

a. MUTUAL FUNDS / UTI 12 536,155 536,155 0.74 0.74
b. FINANCIAL 9 50,720 50,720 0.07 0.07

INSTITUTIONS / BANKS
c. CENTRAL / – – – – –

STATE GOVERNMENT(S)
d. VENTURE CAPITAL FUNDS 1 778 778 0.00 0.00
e. INSURANCE COMPANIES 5 84,498 84,498 0.12 0.12
f. FII’s 46 4,260,589 4,260,589 5.84 5.84
g. FOREIGN  VENTURE CAPITAL 1 2,000 2,000 0.00 0.00
h. ANY OTHER – – – – –
I. TRUSTS – – – – –
SUB -TOTAL (B)(1) 74 4,934,740 4,934,740 6.77 6.77

2. NON-INSTITUTIONS
a. BODIES CORPORATE 1,050 1,283,825 797,602 1.76 1.76
b. i. INDIVIDUAL 122,640 2,482,467 2,482,420 3.41 3.41

(CAPITAL <= Rs. 1 LAKH)
ii. INDIVIDUAL 10 384,356 384,356 0.53 0.53

(CAPITAL > Rs. 1 LAKH)
c. ANY OTHERS

i CLEARING MEMBER 281 70,428 70,428 0.10 0.10
ii INDEPEDENT DIRECTORS 6 228,425 228,410 0.31 0.31
iii FOREIGN NATIONALS
iv NON RESIDENT INDIANS (REPAT) 666 96,112 96,112 0.13 0.13
v NON RESIDENT INDIANS – – – – –

(NON REPAT)
vi FOREIGN COMPANIES – – – – –
vii OVERSEAS BODIES CORPORATE – – – – –

SUB -TOTAL (B)(2) 124,653 4,545,613 4,059,328 6.24 6.24
TOTAL HOLDING FOR PUBLIC 124,727 9,480,353 8,994,068 13.00 13.00
SHAREHOLDING (B)=(B)(1)+(B)(2):
TOTAL HOLDING FOR PUBLIC 124,733 72,901,733 66,831,011 100.00 100.00
SHAREHOLDING ( A )+( B )

(C) SHARES HELD BY CUSTODIANS
and against which Depository
Receipts have been issued – – – – –

GRAND TOTAL (A+B+C) 124,733 72,901,733 66,831,011 100.00 100.00
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STATEMENT SHOWING SHARE HOLDING OF PERSONS BELONGING TO THE CATEGORY OF “PROMOTERS AND
PROMOTER GROUP”

Sr. No. Name of Shareholder No. of Shares %

1. MR. P. N. C. MENON 16,488,522 22.62

2. MRS. SOBHA MENON 41,348,421 56.72

3. MR. P. N. C. MENON 5,494,407 7.54

4. MR.P. N. K. MANI 45,000 0.06

5. MR. P. N. HARIDAS 45,000 0.06

6. MR. RAVI MENON 30 0.00

Total 63,421,380 87.00

STATEMENT SHOWING SHARE HOLDING OF PERSONS BELONGING TO THE CATEGORY “PUBLIC” AND HOLDING
MORE THAN 1% OF THE TOTAL NUMBER OF SHARES

Sr. No. Name of Shareholder No. of Shares %

1. Lloyd George Investment Management 1,915,264 2.63

Total 1,915,264 2.63

STATEMENT SHOWING DETAILS OF LOCKED-IN SHARES

Sr. No. Name of Shareholder No. of Shares %

1. MR. P. N. C. MENON 16,488,522 22.62

2. MRS. SOBHA MENON 41,348,421 56.72

3. MR. P. N. C. MENON 5,494,407 7.54

4. MR. K. SURESH 15 0.00

5. MR. M. RADHAKRISHNAN 15 0.00

6. MR.  P.  GOPALKRISHNAN 15 0.00

7. MR.P. N. K. MANI 45,000 0.06

8. MR. P. N. HARIDAS 45,000 0.06

9. BENNET, COLEMAN & CO. LTD 97,245 0.13

10. KOTAK MAHINDRA PRIVATE EQUITY TRUSTEE LIMITED 486,223 0.67

11. MR. RAVI MENON 30 0.00

12. MR.  J. C. SHARMA 15 0.00

Total 64,004,908 87.80

STATEMENT SHOWING DETAILS OF DEPOSITORY RECEIPTS (DRs)

Sr. No. Name of Shareholder No. of Shares %

None Nil Nil

Total Nil Nil
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STATEMENT SHOWING HOLDING OF DEPOSITORY RECEIPTS (DRs),  WHERE UNDERLYING SHARES ARE IN EXCESS
OF 1% OF THE TOTAL NUMBER OF SHARES

Sr. No. Name of Shareholder No. of Shares %

None Nil Nil

Total Nil Nil

Registrars and Transfer Agents:
Intime Spectrum Registry Limited
C-13, Pannalal Silk Mills Compound
LBS Marg, Bhandup (West)
Mumbai 400 078
Tel: (91 22) 2596 0320
Fax: (91 22) 2596 0329

Share Transfer System:

Transfer of Dematerialised shares is done through the depositories with out involvement of the Company. Transfers of shares in the physical form
are normally processed within 10 days from date of the lodgment of transfer with the Share Transfer Agents of the Company at their address
mentioned above. There have been no instances of transfer of shares in the physical form during the financial year 2006-07.

Distribution of Shareholding as on March 31, 2007:

Range of Equity Shares held No. of % No. of Shares %
Shareholders

1 – 5000 123,880 99.3160 1,969,997 2.7020

5001 – 10000 429 0.3440 302,578 0.4150

10001 – 20000 194 0.1560 279,467 0.3830

20001 – 30000 71 0.0570 179,051 0.2460

30001 – 40000 27 0.0220 97,542 0.1340

40001 – 50000 35 0.0280 156,336 0.2140

50001 – 100000 43 0.0340 324,219 0.4450

100001 and above 54 0.0430 69,592,543 95.4610

Total 124,733 100.00 72,901,733 100.00

Dematerialisation of Shares:

As on March 31, 2007, 66,831,011 Equity Shares were held in the Demat form constituting 91.67% of the total paid up share capital.

The Company has received two rematerialisation requests from the members comprising of One Equity Share each for which the Company had
issued Physical share certificates.

Outstanding Financial instruments which have an impact on equity:

There are no outstanding GDR’s/ADR’s/Warrants or any convertible instruments, conversion date which have a likely impact on Equity.

Plant Locations :

i) Glazing and Metal Works Division:

Plot # 10, Bommasandra, Jigini Link Road, Industrial Area, Bommasandra, Bangalore-562 106.
Tel: 91 80 7835953/54
E-mail: sobhaglazing@sobha.co.in
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ii) Interiors Division:

Plot # 10, Bommasandra, Jigini Link Road, Industrial Area, Bommasandra, Bangalore-562 106.

Tel: 91 80 7831412/13/15 E-mail: sobhainteriors@sobha.co.in

iii) Block Making Division:

Plot No. 9 & 10, KIADB, Bommasandra, Behind APC Factory, Near Police Station, Jigini Link Road Junction,
Bommasandra Industrial Area Phase II, Bangalore – 562 106.
Tel: 91 80 27825959/27825220

Investor contacts:

In order to facilitate quick redressal of the grievances / queries, the Investors and Shareholders may contact the under mentioned address for
any assistance:

For queries relating to financial statements:

Mr.  P. Kanodia
Chief Financial Officer
Tel: 91 80 25564980/81
E-mail: pkanodia@sobha.co.in

For queries relating to shares/ dividend :

Mr.  K. Suresh
Company Secretary & Compliance Officer
Tel: 91 80 41321198
E-mail: ksuresh@sobha.co.in

Alternatively Investors and Shareholders may feel free to e-mail at investors@sobha.co.in.

AUDITORS’ CERTIFICATE ON CORPORATE GOVERNANCE

To the Members of

SOBHA DEVELOPERS LIMITED

We have examined the compliance of conditions of Corporate Governance by SOBHA DEVELOPERS LIMITED (“the Company), for the year
ended 31st March, 2007, as stipulated in Clause 49 of the Listing  Agreements of the Company with the Stock Exchanges.

The Compliance of conditions of Corporate Governance is the responsibility of the Management. Our examination was limited to procedures and
implementation thereof adopted by the Company for ensuring the compliance of the conditions of Corporate Governance.  It is neither an audit
nor an expression of opinion on the financial statements of the Company.

In our opinion and to the best of our information and according to the explanations given to us, we certify that the Company has complied with the
conditions of Corporate Governance as stipulated in the above-mentioned Listing Agreements.

We state that such compliance is nether an assurance as to the future viability of the Company nor the efficiency or effectiveness with which the
Management has conducted the affairs of the Company.

For S.  Janardhan & Associates
Chartered Accountants

B.  Anand
Partner

Membership No.: 29146
Place :  Thrissur
Date : May 14, 2007
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AUDITORS’ REPORT

To

The Shareholders,

We have audited the attached Balance Sheet of M/s. SOBHA DEVELOPERS LIMITED, BANGALORE, as at 31st March, 2007 and also the
Profit and Loss Account and the Cash Flow Statement for the year ended on that date annexed thereto. These financial statements are the
responsibility of the Company’s management. Our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in India. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement.  An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.  An audit also includes assessing the
accounting principles used and significant estimates made by the management as well as evaluating the overall financial statement presentation.
We believe that our audit provides a reasonable basis for our opinion.

1. As required by the Companies (Auditor’s Report) Order, 2003 (as amended) issued by the Central Government of India in terms of
sub-section (4A) of Section 227 of the Companies  Act, 1956, we enclose in the annexure, a statement on the matters specified in
paragraphs 4 and 5 of the said Order.

2. Further to our comments in the Annexure referred to in paragraph 1 above, we report that:

2.1. We have obtained all the information and explanations, which to the best of our knowledge and belief were necessary for the
purposes of our audit.

2.2. In our opinion, proper books of account as required by law have been kept by the Company so far as appears from our examination
of those books.

2.3. The Balance Sheet, Profit and Loss Account and the Cash Flow Statement dealt with by this report are in agreement with books of
account and returns.

2.4. In our opinion, the Balance Sheet, Profit and Loss Account and the Cash Flow statement dealt with by this report comply with the
Accounting Standards referred to in sub-section (3C) of Section 211 of the Companies Act, 1956.

2.5. On the basis of written representations received from the Directors, as on 31st March, 2007 and taken on record by the Board of
Directors, we report that none of the Directors is disqualified as on 31st March, 2007 from being appointed as a Director in terms
of clause (g) of sub-section (1) of section 274 of the Companies Act, 1956.

2.6. In our opinion and to the best of our information and according to the explanations given to us, the said accounts give the
information required by the Companies Act, 1956 in the manner so required, subject to note no 1.9 (b) annexed to the Significant
Accounting Policies and Notes to Accounts, relating to change in the method of provision for valuation of leave encashment salary,
give a true and fair view in conformity with the accounting principles generally accepted in India:

a. In the case of the Balance Sheet, of the state of affairs of the Company as at 31st March, 2007;

b. In the case of the Profit and Loss Account, of the profit of the Company for the year ended on that date, and;

c. In the case of the Cash Flow Statement, of the cash flows of the Company for the year ended on that date.

For S.  JANARDHAN & ASSOCIATES
Chartered Accountants

(B.  ANAND)
Place : Thrissur Partner
Date : May 14, 2007 Membership No. 29146
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ANNEXURE
REG: SOBHA DEVELOPERS LIMITED

(referred to in para 1 of our report of even date)

(i) (a) The Company has maintained proper records showing full particulars including quantitative details and situation of fixed assets.

(b) The assets have been physically verified by the management in accordance with a phased programme of verification, which in our
opinion is reasonable, considering the size and nature of its business. No material discrepancies were noticed on such verification.

(c) The Company has not sold substantial part of fixed assets during the accounting period and hence the provisions of sub clause (c)
of clause (i) of this order are not applicable.

(ii) (a) The inventory has been physically verified during the accounting period by the management. In our opinion, the frequency of
verification is reasonable.

(b) In our opinion, the procedures of physical verification of inventories followed by the management are reasonable and adequate in
relation to the size of the Company and the nature of its business.

(c) The Company is maintaining proper record of inventories. The discrepancies noticed on verification between the physical stocks
and the book records were not material.

(iii) (a) The Company has granted unsecured loan to two companies covered in the register maintained under Section 301 of the Companies
Act, 1956. The maximum amount involved during the year was Rs. 3,377 million and year end balance of such loan granted to such
companies is Rs. 3,361.56 million. However, the company has not granted any loan, secured or unsecured, to firms or other parties
covered in the register maintained under Section 301 of the Companies Act, 1956.

(b) In our opinion, the rate of interest and other terms and conditions on which loans have been granted to other companies covered
in the register maintained under Section 301 of the Companies Act, 1956 are not prima facie prejudicial to the interest of the
Company.

(c)  The receipt of the principal amount and interest from the other companies are regular in accordance with the arrangements made
with those companies.

(d) There is no overdue amount of loan granted to companies covered in the register maintained under Section 301 of the Companies
Act, 1956.

(e) The Company had not taken any loan secured or unsecured from the companies, firms as covered in the register maintained under
Section 301 of the Companies Act, 1956. However in respect of unsecured loan taken from a party covered in the register
maintained under Section 301 of the Companies Act, 1956, the rate of interest and other terms and conditions on which such loan
has been taken is not prima facie prejudicial to the interest of the Company.

(f) The re-payment of the principal amount and interest by the Company are also regular in accordance with the arrangements made
with such party.

(iv) In our opinion and according to the information and explanations given to us, there are adequate internal control procedures commensurate
with the size of the Company and the nature of its business with regard to the purchases of inventory and fixed assets and with regard
to the sale of goods and services. During the course of our audit, we have not observed any continuing failure to correct major
weaknesses in internal controls.

(v) (a) In our opinion and according to the information and explanations given to us, the transactions made in pursuance of contracts or
arrangements referred to in Section 301 of the Companies Act, 1956 have been entered in the register required to be maintained
under Section 301 of the Companies Act, 1956.

(b) In our opinion the transactions made in pursuance of contracts or arrangements referred to in Section 301 of the Companies Act,
1956 and exceeding the value of Rs. 0.5 million in respect of any party during the year have been made at prices which are reasonable
having regard to the prevailing market prices at the relevant time.

(vi) The Company has not accepted any deposit from the public and hence the provisions of clause 4(vi) of the Companies (Auditor’s Report)
Order, 2003 (as amended) are not applicable to the Company.

(vii) In our opinion, the Company has an internal audit system commensurate with the size and the nature of its business.

(viii) The Central Government has not prescribed the maintenance of cost records as required under clause (d) of sub-section (1) of
Section 209 of the Companies Act, 1956.
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(ix) (a) According to the information and explanations given to us and books and records as produced and examined by us, in our opinion,
the undisputed statutory dues including Provident Fund, Investor Education Protection Fund, Employees’ State Insurance, Income
Tax, Sales tax, Wealth Tax, Service Tax, Customs Duty, Excise Duty, cess, wherever applicable and other material statutory dues
applicable have been regularly deposited by the Company during the year with the appropriate authorities.

(b) According to the information and explanations given to us, no undisputed amounts payable in respect of Income Tax, Sales tax,
Wealth Tax, Service Tax, Customs Duty, Excise Duty and cess were in arrears, as at 31st March, 2007 for a period of more than six
months from the date they became payable.

(c) According to the informations and explanation given to us, there are no dues of Income Tax, Sales tax, Wealth Tax, Service Tax,
Customs Duty, Excise Duty and cess, which have not been deposited on account of any dispute.

(x) In our opinion, there are no accumulated losses and the Company has not incurred cash losses during the year ended covered by our
audit and in the immediately preceding financial year.

(xi) In our opinion and according to information and explanations given to us, the Company has not defaulted in repayment of dues to banks
and financial institutions and debenture holders.

(xii) The Company has not granted loans and advances on the basis of security of pledge of shares, debentures and other securities.
Accordingly the provisions of clause 4(xii) of the Companies (Auditors’ Report) Order, 2003 (as amended) are not applicable to the
company.

(xiii) In our opinion, the Company is not a chit fund or a Nidhi/Mutual benefit fund/society. Therefore the provisions of clause 4(xiii) of the
Companies (Auditor’s Report) Order, 2003 (as amended) are not applicable to the Company.

(xiv) In our opinion, the Company is not dealing in or trading in shares, securities, debentures and other investments except those investments,
which are held as investments. In our opinion, in respect of those investments held by the Company, proper records have been
maintained of the transactions and contracts and timely entries have been made therein and the shares, securities and other investments
have been held by the company, in its own name.

(xv) The Company has not given any guarantee for loans taken by others from bank or financial institutions and hence provisions of para (xv)
of the order is not applicable.

(xvi) According to information and explanations given to us, in our opinion, the term loans raised by the Company have been utilized for the
purposes for which they were obtained.

(xvii)According to information and explanations given to us and on an overall examination of the Balance Sheet of the company, we report that
no funds raised on short-term basis have been used for long-term investments.

(xviii)The Company has not made any preferential allotment of shares during the year to parties and companies covered in the Register
maintained under Section 301 of the Companies Act, 1956 and hence the provisions of clause 4(xviii) of the Companies (Auditor’s
Report) Order, 2003 (as amended) are not applicable to the Company.

(xix) The Company has created the necessary charge in respect of debentures issued during the year.

(xx) In our opinion, in respect of the monies raised by the company by way of public issue during the year, the management has disclosed the
end use of money raised by public issues as a part of Notes to Accounts and the same has been verified.

(xxi) During the course of our examination of the books of account carried out in accordance with the generally accepted auditing practice in
India and according to information and explanations given to us, we have neither come across any instance of fraud on or by the Company,
noticed or reported during the year, nor have we been informed of such case by the management.

For S.  JANARDHAN & ASSOCIATES
Chartered Accountants

(B.  ANAND)
Place : Thrissur Partner
Date : May 14, 2007 Membership No. 29146
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AS AT MARCH 31, 2007

As per our report of even date For Sobha Developers Limited

For S. Janardhan & Associates P. N. C. Menon Ravi Menon J. C. Sharma
Chartered Accountants Chairman Vice Chairman Managing Director

B.  Anand P. Kanodia K. Suresh
Partner Chief Financial Officer Company Secretary &
Membership No. 29146 Compliance Officer

Place : Thrissur
Date : May 14, 2007

BALANCE SHEET

(Rs. in million)

Schedule As at As at
 31-03-2007 31-03-2006

SOURCES OF FUNDS

Shareholders’ Funds
Share Capital 1 729.02 298.69

Reserves & Surplus 2 7,426.41 1,069.62

Loan Funds
Secured Loans 3 5,452.27 4,208.09

Unsecured Loans 4 384.50 23.00

Deferred Tax Liability (Net) 22.33 16.73

Total 14,014.53 5,616.13

APPLICATION OF FUNDS

Fixed Assets 5

Gross Block 2,333.72 1,251.53

Less : Depreciation 494.83 252.43

Net Block 1,838.89 999.10
Capital Work-in-Progress 108.94 21.14

1,947.83 1,020.24
Investments 6 527.67 26.99

Current Assets, Loans and Advances
Inventories 7 3,777.95 2,543.96

Sundry Debtors 8 1,577.38 802.97

Cash and Bank Balances 9 683.56 449.68

Loans and Advances 10 11,818.17 5,176.98

Total 17,857.06 8,973.59
Current Liabilities and Provisions 11

Current Liabilities 5,287.67 4,010.29

Provisions 1,030.36 394.39

Total 6,318.03 4,404.68
Net Current Assets 11,539.03 4,568.91
Total 14,014.53 5,616.13
Significant Accounting Policies & Notes to Accounts 19
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FOR THE YEAR ENDED MARCH 31, 2007PROFIT AND LOSS ACCOUNT

(Rs. in million)

As per our report of even date For Sobha Developers Limited

For S. Janardhan & Associates P. N. C. Menon Ravi Menon J. C. Sharma
Chartered Accountants Chairman Vice Chairman Managing Director

B.  Anand P. Kanodia K. Suresh
Partner Chief Financial Officer Company Secretary &
Membership No. 29146 Compliance Officer

Place : Thrissur
Date : May 14, 2007

Schedule Year ended Year ended
 31-03-2007 31-03-2006

INCOME

Sales and Contractual Income - Construction Activity 10,019.93 5,966.15
Earnings Relating to Construction Activity 545.24 286.10
Income from Manufacturing Activity 1,382.32 –
Less : Excise Duty 82.84 –

11,864.65 6,252.25
Other Income 12 28.84 21.06
Increase/(Decrease) in Inventories 13 1,017.33 638.52

Total 12,910.82 6,911.83

EXPENDITURE

Land Purchase Cost 1,831.97 781.09
Construction Expenses 14 4,952.47 3,613.11
Raw Material Consumption 15 1,051.47 –
Production Expenses 16 235.62 –
Administrative Expenses 17 2,248.85 1,113.85
Finance Charges 18 480.73 208.34
Depreciation 5 243.86 128.19

Total 11,044.97 5,844.58

Profit Before Tax 1,865.85 1,067.25
Less : Provision for

- Income Tax 240.00 185.10
- Wealth Tax 0.20 0.16
- Fringe Benefit Tax 4.80 2.51
- Deferred Tax 5.61 (5.36)

Profit After Tax Before Prior Period Items 1,615.24 884.84
Add/(Less) : Income Tax of earlier years (0.07) 0.11
Profit After Tax After Prior Period Items 1,615.17 884.95
Add : Balance of Profit brought forward 819.18 306.32
Amount available for appropriations 2,434.34 1,191.27
Less :

Proposed Dividend 400.96 144.81
Tax on Dividend 68.14 20.31
Dividend on Preference Shares 4.64 6.11
Tax on Preference Shares Dividend 0.79 0.86
Transfer to General Reserve 200.00 200.00
Transfer to Capital Redemption Reserve 87.29 –
Transfer to Capitalisation towards Bonus Shares 422.80 –

Surplus carried to Balance Sheet 1,249.72 819.18
Significant Accounting Policies and Notes to Accounts 19
Earnings per share Basic & Diluted (in Rs.) 24.26 13.84
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FOR THE YEAR ENDED MARCH 31, 2007CASH FLOW STATEMENTS

(Rs. in million)

Year ended Year ended
31.03.2007 31.03.2006

Cash Flow from Operating Activities
Net Profit as per Profit and Loss Account 1,865.78 1,067.24
Add:
Depreciation 243.86 128.19
Interest Paid (Net) 480.73 208.33
Dividend from Investment (18.05) (0.20)
Profit/Loss on sale of Investments – (0.08)
Profit/Loss on sale of Fixed Assets (0.45) (0.34)
Operating Profit before Working Capital Changes 2,571.87 1,403.14
Inventories (1,233.99) (638.52)
Debtors (774.41) (439.03)
Loans & Advances (Other than Advance Tax & TDS) (6,412.20) (2,726.70)
Liabilities (Excluding Interest Accrued) 1,182.41 2,007.41
Net Change in Working Capital (7,238.20) (1,796.84)
Cash Generated from Operations (4,666.32) (393.70)
Direct Taxes Paid (307.15) (246.58)

A Net Cash from Operating Activities (4,973.47) (640.28)

Cash Flow from Investment Activities
Purchase of Fixed Assets (1,173.33) (595.22)
Sale of Investment 5,117.35 0.22
Interest Received 31.17 9.65
Dividend from Investment 18.05 0.20
Sale of Fixed Assets 2.31 1.28
Purchase of Investments (5,618.05) (26.90)

B Net Cash Used in Investment Activities (1,622.49) (610.77)

Cash Flow from Financing Activities
Net Increase/(Decrease) in Borrowing 1,605.68 1,998.45
Increase in Share Capital 94.80 –
Decrease in Share Capital (87.29) –
Increase in Share Premium 5,959.16 –
IPO related Expenses (320.21) –
Interest Paid (415.38) (218.68)
Dividend Paid (6.93) (144.81)

C Cash Generated from Financing Activities 6,829.83 1,634.96

Net Increase in Cash & Cash Equivalents (A+B+C) 233.88 383.91
Opening Balance - Cash & Cash Equivalents 449.68 65.77
Closing Balance - Cash & Cash Equivalents 683.56 449.68

As per our report of even date For Sobha Developers Limited

For S. Janardhan & Associates P. N. C. Menon Ravi Menon J. C. Sharma
Chartered Accountants Chairman Vice Chairman Managing Director

B.  Anand P. Kanodia K. Suresh
Partner Chief Financial Officer Company Secretary &
Membership No. 29146 Compliance Officer

Place : Thrissur
Date : May 14, 2007
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(Rs. in million)

As at As at
 31-03-2007 31-03-2006

Schedule 1 - Share Capital
Authorised Share Capital
80,000,000 (30,000,000) Equity Shares of Rs.10/- each 800.00 300.00
1,000,000 (2,000,000) 7% Redeemable Preference Shares of Rs.100/- each 100.00 200.00

Total 900.00 500.00
Issued, Subscribed and Paid-up
72,901,733 (21,140,480) Equity Shares of Rs.10/- each fully paid-up 729.02 211.40
(of the above, 42,280,960 (Nil) Equity Shares of Rs.10/- each were allotted as fully paid-up bonus
shares by capitalisation of accumulated profit)
(of the above, 583,468 (Nil) Equity Shares of Rs.10/- each, were issued as fully paid-up shares
under pre IPO placement)
(of the above, 8,896,825 (Nil) Equity Shares of Rs.10/- each, were issued as fully paid-up shares
through IPO)
Nil (872,843) 7% Redeemable Preference Shares of Rs.100/- each fully paid-up – 87.29

Total 729.02 298.69

Schedule 2 - Reserves & Surplus
a) Capital Redemption Reserve

Opening Balance – –
Add : Preference Share capital redemption during the year 87.29 –

87.29 –
b) Share Premium

On allotment of -
a)  583,468 Equity Shares by pre IPO placement 354.16 –
b)  8,896,825 Equity Shares by public issue 5,605.00 –

5,959.16 –

Less: Share Issue Expenses 320.21 –

5,638.95 –
c) General Reserve

Opening Balance 250.44 50.44
Add : Transfer from Profit and Loss Account 200.00 200.00

450.44 250.44
d) Profit and Loss Account 1,249.72 819.18
Total 7,426.41 1,069.62

Schedule 3 - Secured Loans
(Refer Notes to Accounts for Securities offered)

Debentures 2,250.00 –
Term Loans 3,091.16 3,106.20
Cash Credit and Other Facilities 21.91 1,003.80
Vehicle/Equipment Loans 89.20 98.09

Total 5,452.27 4,208.09

Schedule 4 - Unsecured Loans
From Companies 380.00 –
From Directors 4.50 23.00

Total 384.50 23.00

FORMING PART OF THE BALANCE SHEET AS AT MARCH 31, 2007SCHEDULES
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(Rs. in million)

As at As at
 31-03-2007 31-03-2006

Schedule 6 - Investments
– (Non-Trade,Unquoted, at cost) - In Government Securities

National Saving Certificates 0.08 0.09
– (Unquoted, at cost)

2,680,000 (2,680,000) Equity Shares in Sobha Renaissance &
Information Technology Private Limited of Rs.10/- each fully paid-up 26.80 26.80

– In Subsidiary Company (Unquoted, at cost)
1,000 (1,000) Equity Shares in SBG Housing Pvt. Ltd. of Rs.100/- each fully paid-up 0.10 0.10

– (Current - Quoted, at cost)
Mutual Funds 500.69 –
Total 527.67 26.99

Schedule 7 - Inventories
(valued & certified by management)

Raw Materials and Stores & Spares 216.66 –
Stock of Building Materials 14.33 11.26
Work-in-Progress 3,513.16 2,527.92
Stock-in-Trade-Flats 18.74 4.78
Finished Goods 15.06 –
Total 3,777.95 2,543.96

Schedule 8 - Sundry Debtors
(Unsecured, considered good)

Debts outstanding for a period exceeding six months 90.51 23.85
Other Debts 1,486.87 779.12
Total 1,577.38 802.97

Schedule 9 - Cash and Bank Balances
Cash on Hand 3.71 4.77
Balances with Scheduled Banks :

In Current Accounts 58.09 173.99
In Deposit Accounts 621.76 270.92

Total 683.56 449.68
Schedule 10 - Loans and Advances
(Unsecured, considered good)

Advances recoverable in cash or kind or for value to be received
– Land Advances 8,919.33 3,644.98
– Other Advances 1,638.97 1,005.55
– Deposits 472.04 50.06

Advance Tax and Tax deducted at source 635.86 405.35
Balances with Customs, VAT, Central Excise etc. 151.90 69.44
Interest Receivable 0.07 1.60
Total 11,818.17 5,176.98

Schedule 11 - Current Liabilities and Provisions
Current Liabilities
Sundry Creditors 1,002.23 255.82
Advance Received from Customers 2,265.29 3,374.48
Other Liabilities 1,922.57 376.34
Interest Accrued but not due on Loans 97.28 2.31
Director’s Current Account 0.30 1.34
Sub Total 5,287.67 4,010.29
Provision for Income Tax & Dividend Tax 616.96 385.49
Provision for Wealth Tax 0.45 0.25
Provision for Fringe Benefit Tax 7.35 2.51
Provision for Dividend 405.60 6.14
Sub Total 1,030.36 394.39
Total 6,318.03 4,404.68

FORMING PART OF THE BALANCE SHEET AS AT MARCH 31, 2007SCHEDULES
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(Rs. in million)

Year ended Year ended
31.03.2007 31.03.2006

Schedule 12 - Other Income

Foreign Exchange Fluctuation (Net) 1.27 –
Profit on sale of Shares – 0.08
Miscellaneous Income 9.07 20.44
Dividend from Investments 18.05 0.20
Profit on sale of Asset 0.45 0.34
Total 28.84 21.06

Schedule 13 - Increase/(Decrease) in Inventories
Closing Inventory

Building Materials 14.33 11.26
Work-in-Progress 3,513.16 2,522.85
Stock-in-Trade-Flats 18.74 4.78
Finished Goods 15.06 5.07

(A) 3,561.29 2,543.96
Opening Inventory

Building Materials 11.26 4.34
Work-in-Progress 2,522.85 1,896.32
Stock-in-Trade-Flats 4.78 4.78
Finished Goods 5.07 –

(B) 2,543.96 1,905.44
Total (A)- (B) 1,017.33 638.52

Schedule 14 - Construction Expenses
Aluminium, Steel Works & Structural Glazing Works 463.36 216.79
Civil Works 3,056.66 2,421.72
Electrical Works 486.68 328.36
Interior & Wood Works 331.04 251.32
Miscellaneous Works 614.73 394.92
Total 4,952.47 3,613.11

Schedule 15 - Raw Materials Consumption
Raw Materials

Opening Stock – –
Add :  Purchases 1,091.96 –
Less : Closing Stock 198.19 –
Consumption of Raw Materials (A) 893.77 –

Consumables, Stores & Spares
Opening Stock – –
Add :  Purchases 176.18 –
Less : Closing Stock 18.48 –
Consumption of Consumables, Stores & Spares (B) 157.70 –
Total (A) + (B) 1,051.47 –

Schedule 16 - Production Expenses
Labour Charges 107.46 –
Direct Wages 79.31 –
Power & Fuel 23.05 –
Other Direct Expenses 25.80 –

Total 235.62 –

FORMING PART OF THE PROFIT & LOSS ACCOUNT FOR THE YEAR ENDED MARCH 31, 2007SCHEDULES
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(Rs. in million)

Year ended Year ended
31-03-2007 31-03-2006

Schedule 17 - Administrative Expenses

Auditors Remuneration 1.24 0.60
Electricity charges 29.90 17.65
Insurance 33.25 30.12
Rates and Taxes 3.80 0.69
Donation 128.84 59.93
Registration Expenses - Flats 159.51 139.25
Rent 94.13 36.88
Repairs and Maintenance - Machinery 7.74 4.06
Repairs and Maintenance - Others 9.47 5.04
Salaries and Wages 666.05 262.19
Contribution to Provident & Other Funds 41.27 16.75
Sales Tax 720.63 342.03
Sales Commission 4.88 3.85
Staff Welfare 27.41 13.35
Foreign Exchange Fluctuation (Net) – 2.34
Advertisement & Marketing Expenses 49.42 48.02
Miscellaneous Expenses 271.31 131.10

Total 2,248.85 1,113.85

Schedule 18 - Finance Charges
Interest on Term Loans 440.92 172.68
Interest on Other Loans & Other Charges 39.81 35.66

Total 480.73 208.34

FORMING PART OF THE PROFIT & LOSS ACCOUNT FOR THE YEAR ENDED MARCH 31, 2007SCHEDULES
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FORMING PART OF THE ACCOUNTS AS AT MARCH 31, 2007SCHEDULES

Schedule 19 - Significant Accounting Policies and Notes to Accounts:
1.0 Significant Accounting Policies:
1.1 Basis of Accounting:

The Company follows accrual method of accounting except where the receipt of income is uncertain and is in accordance with the
Accounting Standards referred to in sub-section 3(c) of Section 211 of the Companies Act, 1956.

1.2 (i) Recognition of Revenue from Contractual Projects:
Revenue from Contractual Projects undertaken is recognized on the basis of the certification issued by the client or completion of a
physical proportion of the contract work.

(ii) Recognition of Revenue from Real Estate Developmental Projects:
Revenue from each Real Estate Developmental Project is recognized:

(a) On the basis of “Percentage Completion Method”.

(b) The percentage completion method is applied on a cumulative basis in each accounting period to the current estimates of
contract revenue and contract costs.

(c ) When the stage of completion of each project reaches a significant level, which is estimated to be at least 25% of the total
estimated construction cost of the project.

(d ) Earnings relating to construction activity represents charges collected from clients towards registration, electricity & water
charges, property taxes & khata charges and other charges.

(iii) Sale of Plot/Apartments:
Sale of Plots/Apartments is net after adjustments on account of cancellation.

(iv) Recognition of Job Work Income of manufacturing divisions:
a) Materials : On shipment of materials from the manufacturing units

b) Labour charges : On certification by the client or completion of a physical proportion of the contract work.

1.3 Fixed Assets:
Fixed Assets are stated at historical cost inclusive of freight and other direct expenses less depreciation to date.

1.4 Depreciation/Amortization:
(a) Depreciation on assets is provided on Written Down Value (WDV) method on a pro-rata basis at the rates as set out in Schedule XIV

of the Companies Act, 1956 except for steel scaffolding items, which is calculated at 16.67% on Straight Line Method (SLM) basis.

(b) Assets purchased, where the cost does not exceed Rs.5,000/- is depreciated at the rate of 100% in the year of purchase.

(c ) Centering materials made out of materials other than steel is charged off to the project.

(d) Expenditure incurred on software development is capitalized under the head intangible asset and is amortized over a period of 3 years
on a pro-rata basis, which is estimated to be the useful life of the asset.

1.5 Inventory:
(A) Related to Contractual & Real Estate Activity

Direct expenses like site labour cost, materials used for project construction, costs for moving the plant and machinery to the site and
general expenses incurred specifically for the respective project like, insurance, design and technical assistance, and construction
overheads are taken as the contract cost of the respective project.

(a) Work in Progress – Contractual Projects: Represents the work, which is yet to be certified by the client/unbilled work and other
retentions and is calculated on an estimated basis.

(b) Work in Progress – Real Estate Projects: Represents the cost incurred in respect of unsold area of the Real Estate Development
Projects and cost incurred on Projects where the revenue is yet to be recognized.

(c) Stock of Plots and apartments, classified as stock in trade, are valued at cost or net realisable value whichever is lower.

(d) Building Materials purchased specifically for projects are taken as consumed as and when received. Building Materials bought, not
identified with any specific project are valued at cost.

(B) Related to Manufacturing Activity
(a) Raw Materials, Stores and Spares & Block Making moulds are stated at lower of cost or net realisable value. Cost is determined

based on the weighted average method.

(b) Work in Progress is valued at lower of cost or net realisable value.
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(c) Finished Goods are valued at lower of cost or net realisable value including excise duty. Net realisable value is the estimate of
the selling price in ordinary course of business, less the cost of completion and selling expenses.

1.6 Investments:
Investments are long term (unless otherwise stated) and are stated at cost, except cases where provision is considered necessary.

Current investments are stated at lower of cost or fair value.  Any reduction to fair value of current investments are included in the Profit
and Loss Statement

1.7 Exchange Fluctuation:
(a) Foreign Currency transactions are accounted at the exchange rates prevailing on the date of the transaction.

(b) Gains and losses resulting from the settlement of foreign currency transaction and from the translation of monetary assets and
liabilities denominated in foreign currencies are recognized in the Profit and Loss Account.

(c) Exchange differences relating to fixed assets are adjusted to the cost of the asset.

(d) In respect of forward exchange contract entered into by the Company, the difference between the contracted rate and the rate at the
date of transaction is recognized as gain or loss over the period of contract. Exchange differences on such contracts are recognized
in the statement of Profit and Loss in the year in which the exchange rates changes.

1.8 Impairment of Assets:
Pursuant to Accounting Standard (AS28)– Impairment of Assets issued by the Institute of Chartered Accountants of India, the Company
assessed its fixed assets for impairment as at March 31, 2007 and concluded that there has been no significant impaired fixed asset that needs
to be recognized in the books of account.

1.9 Employee/Retirement benefits:
(a) Provision for gratuity, a defined benefit retirement plan (the “Gratuity Plan”) covering eligible employees is done in accordance with

the Payment of Gratuity Act, 1972.  The liabilities with regard to the gratuity plan are determined by actuarial valuation as on the balance
sheet date, based upon which, the Company contributes all the ascertained liabilities to the Sobha Developers Employees Gratuity
Trust (the “Trust”). Trustees administer contributions made to the trust and are invested with the ICICI Prudential Life Insurance
Company Limited.

(b) Provision in respect of Leave encashment is made based on actuarial valuation as against the extent of leave credit available to the
employees as at the year end. Had there been no change in the method of provision in respect of leave encashment, the profit for the
year would have been higher by Rs. 2.38 million.

(c ) Eligible employees receive benefits from a Provident Fund, which is a defined contribution plan. Aggregate contributions along with
interest thereon is paid at retirement, death, incapacitation or termination of employment. Both the employee and the Company make
monthly contributions to the Government administered Provident Fund. The Company has no obligation beyond its contribution.

1.10 Deferred Tax:

Deferred tax is recognized, subject to the consideration of prudence in respect of deferred tax assets, on timing differences, being the
differences between taxable income and accounting income that originate in one period and are capable of reversal in one or more
subsequent periods.

1.11 Treatment of contingent liabilities:
Contingent Liabilities not provided for are reflected in Notes to Accounts.

2.0 Notes to Accounts:
2.1 Previous year figures are not comparable since the current financial statements include the activities relating to manufacturing of Interiors

and Glazing, commenced during the current year.

2.2 Previous year figures have been regrouped and reclassified wherever necessary.

2.3 Contingent Liabilities

(a) The Company has executed a counter guarantee for Rs. 152.83 million against the guarantee issued by the Company’s bankers.

(b) The Company has established Letter of Credit towards supplies/capital goods amounting to Rs. 10.77 million

(c) Contingent Liability not provided for towards Sales Tax is Rs. 20.18 million and towards Income Tax is Rs. 47.60 million

(d) Estimated amount of contracts to be executed on Capital Account and not provided for is Rs.18.27 million

2.4 872,843 Redeemable 7% Preference Shares of Rs. 100/- each were redeemed in cash on January 03, 2007.

FORMING PART OF THE ACCOUNTS AS AT MARCH 31, 2007SCHEDULES
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2.5 The following Group Companies have extended collateral securities in respect of loans availed by the Company from Banks:

Sl. Name of the Company Nature of Loan Nature of Security Balance as on
No. 31.03.2007

(Rs. in million)
a. Sobha Innercity Technopolis Private Limited Term Loan Equitable Mortgage of Land & Building 925.97
b. Sobha Technocity Private Limited Term Loan Equitable Mortgage of Land & Building 454.67
c. Sobha Technocity Private Limited Line of Credit Equitable Mortgage of Land & Building 0.29
d. Sobha Interiors Private Limited Term Loan Equitable Mortgage of lease hold rights 215.00

in respect of Factory Land & Building

2.6 Details of Secured Loans and Securities offered by Sobha Developers Limited: (Rs. in million)

Sl. Particulars 2006-07 2005-06
No.
a. From Banks :
i) Term Loans

Secured by equitable mortgage of land & building of specific real estate projects,
hypothecation of Plant & Machinery at Interior Division, equitable mortgage of
Lease hold rights of factory land & building of Sobha Interiors Private Limited
and hypothecation of receivables of specific real estate/contractual projects. 2,711.11 3,454.02

ii) Cash Credit & Other facilities
Secured by hypothecation of receivables of specific real estate and contractual
projects, equitable mortgage of land & building of specific real estate projects
and hypothecation of stock of building materials. 12.10 627.24

iii) Loan from Banks
Secured by specific assets/vehicles purchased therefrom. 202.86 50.32

iv) Foreign Currency Loan
Secured by hypothecation of receivables of specific real estate projects and
equitable mortgage of land & building of specific real estate projects 160.00 0.00
Total 3,086.07 4,131.58

b. From Others
i) Equipment Finance/Vehicle Loans

Secured by specific assets/vehicle purchased therefrom 116.20 76.51

Note : All the above loans except to the extent of Rs. 136.71 Million have been personally guaranteed by two Directors.
2.7 Leasing Arrangements:

The significant leasing arrangements entered into by the company include the following :
a) Buildings taken on operating lease for office premises and residential accommodation for employees and renewable on periodic basis

by mutual consent of both parties.
b) The above operating leases are cancelable by the Lessee for any reason by giving advance notice.
c) The Company has taken construction equipments on operating lease on non-cancellable basis and the lease payments in respect of the

above arrangements have been recognized under “Rent” in Schedule to the Profit and Loss Account.

Particulars Year ended Year ended
31.03.2007 31.03.2006

i) Lease Payments
Lease Payments recognized in Profit and Loss Account 10.28 Nil
Contingent rents Nil Nil

ii) Minimum Lease Payable
Within a period of one year 19.69 Nil
After one year and within five years 29.09 Nil
Later than five years Nil Nil

FORMING PART OF THE ACCOUNTS AS AT MARCH 31, 2007SCHEDULES
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2.8 Redeemable non convertible debentures amounting to Rs. 2,250 million are to be redeemed in cash on the following dates:

Issued to Amount Rate of Interest Date of Redemption
(Rs. in million)

LIC Mutual Fund Asset Management Co. Ltd. Floor Rate 8.75 19-Sep-2007
- 100 Nos. of Rs. 10 million each 1000.00 Cap Rate 8.85

LIC Mutual Fund Asset Management Co. Ltd. 1000.00 Floor Rate 8.75 Rs. 500 million
- 100 Nos. of Rs. 10 million each Cap Rate 8.85 on 29.09.2007,

Rs. 500 million
on 31.10.2007

LIC Mutual Fund Asset Management Co. Ltd. 250.00 9.10% 9-Nov-2007
- 250 Nos. of Rs. 1 million each

Redeemable non convertible debentures are secured by a property at Kadi, Gujarat and personally guaranteed by a director.

2.9 Deferred Tax liabilities (net) is attributable to the following:

Liability on account of depreciation Rs. 34.87 Million

Asset on account expenses allowable when paid Rs. 12.54 Million

Net Deferred Tax Liabilities Rs. 22.33 Million

2.10 Segment Reporting:
The Company is mainly engaged in the business of Development and Construction of Properties and Projects and therefore segment
reporting as defined in Accounting Standard 17 does not apply.

2.11 In the opinion of Board of Directors, Current Assets, Loans and Advances, are realisable in the ordinary course of business.

2.12 Interest on others under Schedule 18 is net after adjusting Rs. 29.64 million (Rs. 11.04 million) of interest received. TDS on interest
received is Rs. 7.43 million(Rs. 2.19 million).

2.13 Expenses incurred towards Lead Managers Fees,  Advertisement, Printing, Certification Fees to Statutory Auditors and other Statutory
Fees in connection with the Initial Public Offer of equity shares by the Company have been adjusted against the Share Premium collected
on such public offer of shares.

2.14 The Company has raised money through an Initial Public Offer by issuing equity shares amounting to 8,896,825 shares of Rs. 10 each at a
premium of Rs. 630 per share. The details of deployment of net IPO proceeds are as follows:

(Rs. in million)

Towards Land Acquisition 2,672

Development and Construction of Projects 154

Repayment of Loans 1,587

Unutilized funds invested in Mutual Funds & Fixed Deposits 961

Total 5,374

The Company has also gone in for pre IPO placement of 583,468 shares of Rs. 10 each at a premium of Rs. 607 per share.

2.15 Auditors’ remuneration:

Current Previous
Year Year

Audit Fee 1.00 0.30

Tax Audit 0.10 0.10

IPO related matters 0.80 –

Out of pocket expenses 0.14 –

Taxation matters – 0.20

Total 2.04 0.60

FORMING PART OF THE ACCOUNTS AS AT MARCH 31, 2007SCHEDULES
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2.16 Loans and advances include, the following group company balances, wherein a few directors/key managerial personnel are interested:

(Rs. in million)

Sl. Name of the Company Amount due as Maximum amount due

No. on March 31, 2007 at any time during

the year

1 M/s. Sobha Renaissance & Information Technology Private Ltd. 55.27 70.71

2 M/s. Sobha Electro Mechanical Private Ltd. 0.14 0.14

3 M/s. SBG Housing Private Ltd. 154.89 154.89

4 M/s. Chauma Properties and Construction Private Ltd. 8.81 8.81

5 M/s. Puzhakkal Developers Private Ltd. 3.13 3.13

6 M/s. Sobha Projects and Trades Private Ltd. 12.94 14.78

7 M/s. Technobuild Developers Private Limited 3,306.29 3,306.29

8 M/s. Sobha Innercity Technopolis Private Limited 0.77 0.77

9 M/s. Hill & Menon Securities Private Ltd. 0.10 0.10

10 M/s. Sobha Aviation & Engineering Services Private Ltd. 0.03 0.03

FORMING PART OF THE ACCOUNTS AS AT MARCH 31, 2007SCHEDULES

2.17 Details of investments purchased and redeemed/sold during the year

 Sl. Part iculars Purchased during the year Sold during the year Balance as on 31.03.07
 No.

No. of Rs. in No. of Rs. in No. of Rs. in
Units  Million Units  Million Units  Million

1. ABN AMRO Floating Rate Fund 25,023,292.936 250.23 25,023,292.936 250.23 – –

2. ABN AMRO Cash IP 10,012,760.768 100.13 10,012,760.768 100.13 – –

3. DSPML Liquid Plus-IP 300,286.270 300.35 300,286.270 300.35 – –

4. DSPML Liquid Plus Fund 250,238.564 250.29 250,238.564 250.29 – –

5. DWS Insta Cash Plus Fund-IP 30,168,844.398 302.28 30,168,844.398 302.28 – –

6. DWS Money Plus Fund 20,116,826.051 201.33 20,116,826.051 201.33 – –

7. HDFC Cash Management Fund Call Plan 4,810,519.829 50.16 4,810,519.829 50.16 – –

8. HSBC Cash Fund 10,008,116.646 100.14 10,008,116.646 100.14 – –

9. HSBC Liquid Plus Fund-IP Plus 30,173,497.943 301.80 30,173,497.943 301.80 – –

10. ING Vysya Liquid Fund-SIP 10,003,329.989 100.14 10,003,329.989 100.14 – –

11. Kotak Liquid INST Premium 20,472,554.358 250.34 20,472,554.358 250.34 – –

12. LIC-MF Liquid Fund 27,538,819.034 302.38 27,538,819.034 302.38 – –

13. Principal Mutual Fund 15,019,208.463 150.20 15,019,208.463 150.20 – –

14. Reliance Liquid Fund-Daily Div. Reinvestment 56,407,462.749 602.33 56,407,462.749 602.33 – –

15. Reliance Liquid Fund Cash Plan-Daily Div. – 351.15 – 351.15 – –

16. SCLMP 25,064,090.945 250.67 25,064,090.945 250.67 – –

17. TITMA 100,110.287 100.14 100,110.287 100.14 – –

18. UTI Liquid Fund Cash Plan IP 245,565.182 250.34 245,565.182 250.34 – –

19. JM Money Manager Fund 20,118,759.981 201.19 20,118,759.981 201.19 – –

20. HDFC Cash Management Fund Call Plan 24,024,312.725 250.49 24,024,312.725 250.49 – –

21. LICMF Liquid Fund 6,845,694.921 75.17 6,845,694.921 75.17 – –

22. SCLMP 75,186.650 75.19 75,186.650 75.19 – –

23. Birla Sunlife Cash Manager IP-Div. Reinvestment 25,032,362.540 250.81 25,032,362.540 250.81 – –

24. HSBC Liquid Plan Fund 5,008,912.190 50.12 5,008,912.190 50.12 – –

25. Reliance Floating Rate Fund 9,954,253.211 100.19 – – 9,954,253.21 100.19

26. Reliance Floating Rate Fund 9,954,253.211 100.19 – – 9,954,253.21 100.19

27. HSBC Cash Fund (Switch off Liquid Plus) 16,007,954.369 160.17 – – 16,007,954.37 160.17

28. HSBC Cash Fund (Switch off Liquid Plus) 14,006,960.072 140.15 – – 14,006,960.07 140.15

TOTA L 416,744,174.283 5,618.05 366,820,753.420 5,117.35 49,923,420.863 500.69
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2.18 Remuneration to Directors:
Managerial remuneration to Directors is summarized below: (Rs. in million)

Current Year

Chairman Managing Whole Time Other Total
Director Directors Directors

Salary 18.00 1.93 19.40 – 39.33
Perquisites 1.60 – – – 1.60
Contribution to Fund 2.16 0.23 1.46 – 3.85
Other Allowances 10.80 2.00 0.42 – 13.22
Sitting Fees – – – 0.18 0.18
Commission/others – 37.40 – 3.60 41.00
Total 32.56 41.56 21.28 3.78 99.18

Computation of Net profit in accordance with Section 309 (5) read with Section 349 of the Companies Act, 1956 is summarized below :

Profit for the year before taxation as per Profit & Loss Account 1,865.85

Add : Depreciation 243.86

Add : Managerial Remuneration to Directors 99.18

2,208.89

Less : Depreciation under Section 350 243.86

Adjusted Net profit as per Section 198 of the Companies Act, 1956 1,965.03

Permissible Commission to Managing Director - 2% (as determined by the Board of Directors) 39.30

Commission paid / to be paid to Managing Director 37.40

Permissible remuneration to Independent Directors - 1% (as per Companies Act, 1956) 19.65

Remuneration paid / to be paid to Independent Directors 3.60

2.19 Earnings per Share:
(a) Basic and Diluted Earnings per Share is calculated by dividing the net profit attributable to the ordinary shareholders by the weighted

average number of ordinary shares outstanding during the year.

(b) The following reflects the income and share data used in the computation of Basic/Diluted Earnings per Share.

31.03.2007 31.03.2006
(Rs. in million) (Rs. in million)

Amount used as the numerator
Net profit attributable to the ordinary 1,609.74 877.87
Shareholders for Basic Earnings per share

No. of Ordinary Shares used as denominator
Weighted average number of ordinary shares 66.35 63.42
in issue applicable to Basic/Diluted Earnings per Share

2.20 The disclosure in respect of contract revenue recognized, cost incurred and other details as required under AS 7 on Construction
Contracts are given under:

(Rs. in million)

Contract Revenue recognized as revenue in the year 8,661.13

Contract Cost incurred and recognized Profits(less recognized losses) upto the reporting date 11,171.63

Advances Received 1,812.28

Gross amount due from customers for contract work 1,524.19

2.21 Balances of Debtors, Creditors and Loans and advances are subject to confirmation.

FORMING PART OF THE ACCOUNTS AS AT MARCH 31, 2007SCHEDULES

078-409_Sobha Developer_Ord_AR 2k6_2k7_(051-072).pmd 17/07/2007, 4:27 AM67



68

2.22 Donation to political parties is given as under:

Name of the Party 31.03.2007 31.03.2006

Congress (I) 0.10 1.00

Bhartiya Janata Party Nil 0.40

Kannada Paksha 0.02 0.01

Communist Party of India 0.50 Nil

Total 0.62 1.41

2.23 In respect of manufacturing activities of Interiors, Glazing & Block Making Unit, particulars required under Para 4D of Part II of Schedule VI
to the Companies Act, 1956 could not be furnished in view of innumerable quantities and types of each manufactured item falling below the
prescribed limit.

(Rs. in million)

2.24 Description 31.03.2007 31.03.2006

CIF value of imports :
Raw Materials - Building Materials, Stores, Components & Spare Parts 113.24 0.50

Capital Items 83.93 9.17

Foreign Exchange Outgo on account of:
Travel 12.40 4.52

Services 46.74 9.00

Dividend 6.10 144.80

Earnings in Foreign Exchange on account of exports is Rs. 0.48 million which excludes realisation of book debts.

2.25 Related Party Transactions: (Rs. in million)

Particulars Nature of Name of  the 2006-07 2005-06
Relationship Related Party

Oman Builders Pvt. Ltd. 9.07 1.13

Sri Kurumba Trust 43.94 0.46

Sale of Goods/Services/Reimbursements Other Related Parties Technobuild Developers Pvt. Ltd. 135.62 –

Sobha Interiors Pvt. Ltd. – 116.66

Sobha Space Pvt. Ltd. – 0.73

Sobha Glazing & Metal Works Pvt. Ltd. – 60.05

Sobha Innercity Technopolis Pvt. Ltd. 0.78 6.71

Key Management P. N. C. Menon 0.04 –
Personnel Sobha Menon 31.57 –

J. C.  Sharma 6.20 3.87

Interest Received Other Related Parties Sobha Renaissance Information
Technology Pvt. Ltd. 5.78 2.40

Sobha Interiors Pvt. Ltd. 233.19 217.02

Sobha Glazing & Metal Works Pvt. Ltd. 169.06 120.46

Sobha Projects & Trade Pvt. Ltd. 31.02 32.92

Purchase of goods and contractual services Other Related Parties Lotus Manpower Services 337.31 89.40

Sobha Space Pvt. Ltd. 30.60 –

Oman Builders Pvt. Ltd. – 0.90

Sobha Renaissance Information
Technology Pvt. Ltd. 18.77 15.60

Relatives of Key P. N. Haridas – 104.66
Management Personnel P. N. K. Mani 1.68 –

FORMING PART OF THE ACCOUNTS AS AT MARCH 31, 2007SCHEDULES
(Rs. in million)
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Particulars Nature of Name of  the 2006-07 2005-06
Relationship Related Party

Directors’ Remuneration Key Management J. C. Sharma 41.56 23.26
Personnel Mathew Mammen 0.47 –

Ravi Menon 20.87 13.57
P. N. C. Menon 32.57 18.52

Salary Paid including perquisite Key Management K. Suresh 2.06 –
Personnel Raghu Balan – 1.22

P Kanodia 2.19 –
Purchase of Fixed Assets Other Related Parties Sobha Interiors Pvt. Ltd. 62.70 –

Sobha Glazing & Metal Works Pvt. Ltd. 25.72 –
Sobha Space Pvt. Ltd. 45.62 –

Key Management V. K. Balan – 0.11
Personnel

Interest Paid Key Management Sobha Menon 0.90 2.53
Personnel P. N. C. Menon 0.05 0.43

Donation Paid Other Related Parties Sri Kurumba Trust 122.20 55.10
Rent Deposit Other Related Parties Sobha Glazing & Metal Works Pvt. Ltd. 110.00 –

Sobha Interiors Pvt. Ltd. 280.00 –
Rent Paid Other Related Parties Sobha Interiors Pvt. Ltd. 0.78 –

Sobha Glazing & Metal Works Pvt. Ltd. 0.78 –
Key Management Sobha Menon 0.67 0.37
Personnel

Loan Given Other Related Parties Sobha Renaissance Information 41.50 30.00
Technology Pvt. Ltd.

Balance receivable Other Related Parties Sobha Projects & Trade Pvt. Ltd. 12.94 (1.77)
Sobha Renaissance Information
Technology Pvt. Ltd. 55.27 20.87
Sobha Innercity Technopolis Pvt. Ltd. 0.77 (27.47)
Hill and Menon Securities Pvt. Ltd. 0.10 0.09
Sobha Electro Mechanical Pvt. Ltd. 0.14 –
Sobha Space Pvt. Ltd. – 48.59
Chauma Properties and Construction
Private Limited 8.81 –
Sri Kurumba Trust – 0.62
Sobha Aviation & Engineering 0.03 –
Services Pvt. Ltd.
Puzhakkal Developers Pvt. Ltd. 3.13 –
Technobuild Developers Pvt. Ltd. 3,306.29 –

Subsidiary Company SBG Housing Pvt. Ltd. 154.89 120.93
Balance payable Other Related Parties Royal Interiors Pvt. Ltd. 10.17 (6.35)

Oman Builders Pvt. Ltd. 41.48 49.50
Sobha Interiors Pvt. Ltd. 3.94 (252.89)
Sobha Glazing & Metal Works Pvt. Ltd. 12.47 (220.70)
Lotus Manpower Services 9.70 (6.83)
Sobha Technocity Pvt. Ltd. 1.24 1.27

Key Management P. N. C. Menon 0.09 4.64
Personnel J. C. Sharma 0.42 21.43

Sobha Menon 8.99 19.71
Relatives of Key
Management Personnel P. N. K. Mani 0.03 –

FORMING PART OF THE ACCOUNTS AS AT MARCH 31, 2007SCHEDULES
(Rs. in million)
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Name of Related Parties and Description of Relationship
Holding Company Nil
Associate Nil
Key Management Personnel Mr. P. N. C. Menon

Mrs. Sobha Menon
Mr. Ravi Menon
Mr. J. C. Sharma
Mr. P. Kanodia
Mr. K. Suresh

Relatives of Key Management Personnel Mr. P. N. Haridas
Mr. P. N. K. Mani

Other Related Parties M/s. Oman Builders Private Limited
M/s. Sobha Innercity Technopolis Private Limited
M/s. Sobha Interiors Private Limited
M/s. Sobha Glazing and Metal Works Private Limited
M/s. Sobha Electro - Mechanical Private Limited
M/s. Sobha Renaissance Information Technology Private Limited
M/s. Sobha Technocity Private Limited
M/s. Technobuild Developers Private Limited
M/s. Sobha Projects and Trade Private Limited
M/s. Indeset Building Materials LLC
M/s. Indeset Trading and Decorations Services LLC
M/s. Services and Trade Company
M/s. Royal Interiors Private Limited
M/s. Menon Hill Financial Services Private Limited
M/s. Hill and Menon Securities Private Limited
M/s. Sri Kurumba Trust
M/s. Sobha Aviation and Engineering Services Private Limited
M/s. Lotus Manpower Services
M/s. Chauma Properties and Construction Private Limited
M/s. Sobha Space Private Limited
M/s. Puzhakkal Developers Private Limited

Subsidiary Company M/s. S.B.G. Housing Private Limited

2.26 Gratuity Plan:
Effective April 1, 2006, the Company adopted the revised accounting standard on employee benefit. Pursuant to the adoption, the Company
does not require any additional transitional obligations on the date of adoption of AS 15 (revised) and hence no adjustment has been made
against opening balance of revenue reserves and surplus.

The following table set out the status of the gratuity plan as required under AS 15

Reconciliation of opening and closing balance of the present value of the defined benefit obligation:
(Rs. in million)

for the year ended

31.03.2007

Obligations at period beginning 10.48

Service Cost 8.07

Interest Cost 1.66

Actuarial (gain)/loss (0.55)

Benefit Paid (0.89)

Obligations at period end 18.77

FORMING PART OF THE ACCOUNTS AS AT MARCH 31, 2007SCHEDULES
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(Rs. in million)

for the year ended

31.03.2007

Defined benefit obligation liability as at the Balance Sheet is wholly funded by the Company
Change in plan assets
Plan assets at the period beginning, at fair value 13.50

Expected return on plan assets 1.08

Actuarial (gain)/loss 0.27

Contributions –

Benefits paid (0.67)

Plan assets at the period end, at fair value 14.18

Reconciliation of present value of the obligation and the fair value of the plan assets:
Fair value of plan assets at the end of the period 14.18

Present value of the defined benefit obligations at the end of the period 18.77

(4.59)

Gratuity cost for the period
Service Cost 4.60

Interest Cost 1.02

Expected return on plan assets (1.08)

Actuarial gain/ (loss) 0.75

Net Gratuity cost 5.29

Investment details of plan assets
100% of the plan assets are invested in debt instruments

Assumptions
Interest rate 8.00%

Estimated rate of return on plan assets 8.00%

The estimates of future salary increases, considered in actuarial valuation, take account of inflation, seniority, promotion and other several
factor such as supply and demand factor in the employment market.

2.27 The Company has purchased certain fixed assets and taken over certain liabilities of its group companies namely Sobha Interiors Private
Limited, Sobha Glazing and Metal Works Private Limited and Sobha Space Private Limited on 03.04.2006 and since then, the company is
carrying out activities of interior works and glazing works, in addition to the existing activities that are being carried out

Details of Assets and Liabilities taken over are as follows: (Rs. in million)

Particulars Sobha Glazing and Sobha Space Private Sobha Interiors
Metal Works Limited Private Limited

Private Limited

Fixed Assets 25.73 45.63 62.73

Stock 169.43 30.59 233.19

Other Liabilities 63.08 19.38 169.18

2.28 The Company is in the process of identifying suppliers constituting Small Scale Undertakings and hence the amount due to such suppliers
has not been identified.

2.29 As per the information available with the Company, the Company has paid to all entities falling under the provisions of Micro, Small &
Medium Enterprises Development Act, 2006 within the due dates as specified in the said Act.

FORMING PART OF THE ACCOUNTS AS AT MARCH 31, 2007SCHEDULES
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For Sobha Developers Limited

P. N. C. Menon Ravi Menon J. C. Sharma
Chairman Vice Chairman Managing Director

P. Kanodia K. Suresh
Place :  Thrissur Chief Financial Officer Company Secretary &
Date :  May 14, 2007 Compliance Officer

N I L

AND COMPANY’S GENERAL BUSINESS PROFILEBALANCE SHEET ABSTRACT

I. REGISTRATION DETAILS

Registration No. State Code

Balance Sheet Date (Rs. in million)

II. CAPITAL RAISED DURING THE YEAR

Public Issue Rights Issue

Bonus Issue Private
Placement

III. POSITION OF MOBILISATION AND DEPLOYMENT OF FUNDS

Total Liabilities Total Assets

SOURCES OF FUNDS

Paid Up Capital Reserves and Surplus

Secured Loans Unsecured Loans

APPLICATION OF FUNDS
Net Fixed Assets including Investments
Capital Work in Progress

Net Current Assets Miscellaneous Expenditure

Accumulated Loss

IV. PERFORMANCE OF THE COMPANY

Turnover Total Expenditure

Profit Before Tax Profit After Tax

Earnings Per Share Dividend Rate

V. GENERIC NAMES OF THREE PRINCIPAL PRODUCTS/SERVICES OF THE COMPANY                  Item Code No. (ITC Code)

1. Housing and Real Estate Development 1. NIL
2. NIL 2. NIL
3. NIL 3. NIL
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We have examined the attached Consolidated Balance Sheet of M/s. Sobha Developers Limited and its Subsidiary as at 31st March, 2007, the
Consolidated Profit and Loss Account and the Consolidated Cash Flow Statement for the year then ended.

These financial statements are the responsibility of the M/s. Sobha Developers Limited management. Our responsibility is to express an opinion
on these financial statements based on our Audit.

We conducted our audit in accordance with the generally accepted auditing standards in India. Those standards require that we plan and
perform the audit to obtain reasonable assurance whether the financial statements are prepared, in all material respects, in accordance with an
identified financial reporting framework and are free of material misstatements.  An audit includes, examining on a test basis, evidence supporting
the amounts and disclosures in the financial statements.  An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statements. We believe that our audit provides a reasonable basis for our
opinion.

We report that the consolidated financial statements have been prepared by the Company in accordance with the requirements of Accounting
Standard (AS) 21, Consolidated Financial Statements, issued by the Institute of Chartered Accountants of India and on the basis of the separate
audited financial statements of M/s. Sobha Developers Limited and its Subsidiary, included in the Consolidated Financial Statements.

On the basis of the information and explanations given to us and on the consideration of the separate audit reports on individual audited
financial statements of M/s. Sobha Developers Limited and its aforesaid Subsidiary, we are of the opinion that:

a. the Consolidated Balance Sheet gives a true and fair view of the consolidated state of affairs of M/s. Sobha Developers Limited and its
Subsidiary as at 31st March, 2007;

b. the Consolidated Profit and Loss Account gives a true and fair view of the consolidated results of operations of M/s. Sobha Developers
Limited and its Subsidiary for the year then ended and

c. the Consolidated Cash Flow Statement gives a true and fair view of the consolidated cash flows of M/s. Sobha Developers Limited and its
Subsidiary for the year then ended.

For S. Janardhan & Associates
Chartered Accountants

Place :  Thrissur B. Anand
Date :  May 14, 2007 Partner

Membership No. 29146

CONSOLIDATED AUDITORS’ REPORT
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AS AT MARCH 31, 2007

Schedule As at As at
 31-03-2007 31-03-2006

SOURCES OF FUNDS

Shareholders’ Funds
Share Capital 1 729.02 298.69

Reserves & Surplus 2 7,426.38 1,069.60

Loan Funds
Secured Loans 3 5,452.27 4,208.09

Unsecured Loans 4 384.50 23.00

Deferred Tax Liability (Net) 22.33 16.73

14,014.50 5,616.11
APPLICATION OF FUNDS

Fixed Assets 5

Gross Block 2,333.72 1,251.53
Less : Depreciation 494.83 252.43
Net Block 1,838.89 999.10
Capital Work in Progress 108.94 21.14

1,947.83 1,020.25
Investments 6 527.57 26.89

Current Assets, Loans and Advances
Inventories 7 3,907.62 2,664.85
Sundry Debtors 8 1,577.38 802.97
Cash and Bank Balances 9 683.79 449.73
Loans and Advances 10 11,688.32 5,056.08

Total 17,857.11 8,973.63

Current Liabilities and Provisions 11
Current Liabilities 5,287.68 4,010.30
Provisions 1,030.36 394.39

Total 6,318.04 4,404.69
Net Current Assets 11,539.07 4,568.94
Miscellaneous Expenditure
Preliminary expenses to extent not written off or adjusted 0.03 0.04

14,014.50 5,616.11

Significant Accounting Policies & Notes to Accounts 19

As per our report of even date For Sobha Developers Limited

For S. Janardhan & Associates P. N. C. Menon Ravi Menon J. C. Sharma
Chartered Accountants Chairman Vice Chairman Managing Director

B. Anand P. Kanodia K. Suresh
Partner Chief Financial Officer Company Secretary &
Membership No. 29146 Compliance Officer

Place :  Thrissur
Date :  May 14, 2007

CONSOLIDATED BALANCE SHEET
(Rs. in million)

078-409_Sobha Developer_Ord_AR 2k6_2k7_(073-081).pmd 17/07/2007, 4:28 AM74



75

Schedule Year Ended Year Ended
 31-03-2007 31-03-2006

INCOME

Sales and Contractual Income - Construction Activity 10,019.93 5966.15
Charges Relating to Construction Activity 545.24 286.10
Income from Manufacturing Activity 1,382.32 –
Less : Excise Duty 82.84 –

11,864.65 6,252.25
Other Income 12 28.84 32.09
Increase/(Decrease) in Inventories 13 1,026.11 759.41

Total 12,919.60 7,043.75

EXPENDITURE

Land Purchase Cost 1,840.75 901.97
Construction Expenses 14 4,952.47 3613.11
Raw Material Consumption 15 1,051.47 –
Production Expenses 16 235.62 –
Administrative Expenses 17 2,248.87 1113.86
Finance Charges 18 480.73 219.39
Depreciation 5 243.86 128.19
Total 11,053.77 5,976.52
Profit Before Tax 1,865.83 1,067.23
Less : Provision for

- Income Tax 240.00 185.10
- Wealth Tax 0.20 0.16
- Fringe Benefit Tax 4.80 2.51
- Deferred Tax 5.61 (5.36)

Profit After Tax Before Prior Period Items 1,615.22 884.83
Add/(Less) : Income Tax of earlier years (0.07) 0.11
Profit After Tax After Prior Period Items 1,615.15 884.93
Add : Balance of Profit brought forward 819.16 306.32
Amount available for appropriations 2,434.31 1,191.25
Less : Proposed Dividend 400.96 144.81

Tax on Dividend 68.14 20.31
Dividend on Preference Shares 4.64 6.11
Tax on Preference Shares Dividend 0.79 0.86
Transfer to General Reserve 200.00 200.00
Transfer to Capital Redemption Reserve 87.29 –
Transfer to Capitalisation towards Bonus Shares 422.80 –

Surplus carried to Balance Sheet 1,249.69 819.16
Earnings per share Basic & Diluted ( in Rs.) 24.26 13.84

As per our report of even date For Sobha Developers Limited

For S. Janardhan & Associates P. N. C. Menon Ravi Menon J. C. Sharma
Chartered Accountants Chairman Vice Chairman Managing Director

B. Anand P. Kanodia K. Suresh
Partner Chief Financial Officer Company Secretary &
Membership No. 29146 Compliance Officer

Place :  Thrissur
Date :  May 14, 2007

CONSOLIDATED PROFIT AND LOSS ACCOUNT
(Rs. in million)FOR THE  YEAR ENDED MARCH 31, 2007
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CONSOLIDATED CASH FLOW STATEMENT
FOR THE YEAR ENDED MARCH 31, 2007 (Rs. in million)

As per our report of even date For Sobha Developers Limited

For S. Janardhan & Associates P. N. C. Menon Ravi Menon J. C. Sharma
Chartered Accountants Chairman Vice Chairman Managing Director

B. Anand P. Kanodia K. Suresh
Partner Chief Financial Officer Company Secretary &
Membership No. 29146 Compliance Officer

Place :  Thrissur
Date :  May 14, 2007

Year ended Year ended
 31-03-2007 31-03-2006

Cash Flow from Operating Activities
Net Profit as per P & L A/c. 1,865.76 1,067.23
Add:
Depreciation 243.86 128.19
Interest Paid (Net) 480.73 208.34
Dividend from Investment (18.05) (0.20)
Profit/Loss on sale of Investments – (0.08)
Profit/Loss on sale of Fixed Assets (0.45) (0.34)
Preliminary Expenses written off 0.01 0.01
Operating Profit before Working Capital Changes 2,571.87 1,403.15
Inventories (1,242.77) (759.40)
Debtors (774.41) (439.03)
Loans & Advances (Other than Advance Tax & TDS) (6,403.24) (2,605.80)
Liabilities (Excluding Interest Accrued) 1,182.42 2,007.42
Net Change in Working Capital (7,238.01) (1,796.81)
Cash Generated from Operations (4,666.14) (393.66)
Direct Taxes Paid (307.15) (258.08)

A. Net Cash from Operating Activities (4,973.29) (651.74)

Cash Flow from Investment Activities
Purchase of Fixed Assets (1,173.32) (595.22)
Sale of Investment 5,117.35 0.22
Interest Received 31.17 9.65
Dividend from Investment 18.05 0.20
Sale of Fixed Assets 2.31 1.28
Purchase of Investments (5,618.05) (26.80)

B. Net Cash Used in Investment Activities (1,622.48) (610.67)

Cash flow form Financing Activities
Net Increase/(Decrease) in Borrowing 1,605.68 2,009.88
Increase in Share Capital 94.80 –
Decrease in Share Capital (87.29) –
Increase in Share Premium 5,959.16 –
IPO related Expenses (320.21) –
Interest Paid (415.39) (218.69)
Dividend Paid (6.93) (144.81)

C. Cash Generated from Financing Activities 6,829.82 1,646.38

Net Increase in Cash & Cash Equivalents (A+B+C) 234.06 383.97
Opening Balance - Cash & Cash Equivalents 449.73 65.77
Closing Balance - Cash & Cash Equivalents 683.79 449.74
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SCHEDULES FORMING PART OF THE CONSOLIDATED BALANCE SHEET  AS AT MARCH 31, 2007

(Rs. in million)

As at As at
 31-03-2007 31-03-2006

Schedule 1 - Share Capital

Authorised Share Capital
80,000,000 (30,000,000) Equity Shares of Rs.10/- each 800.00 300.00
1,000,000 (2,000,000) 7% Redeemable Preference Shares of Rs.100/- each 100.00 200.00

Total 900.00 500.00

Issued, Subscribed and Paid-up
72,901,733 (21,140,480) Equity Shares of Rs. 10/- each fully paid-up 729.02 211.40
(of the above, 42,280,960 (Nil) shares of Rs. 10/- each were allotted as
fully paid-up bonus shares by capitalisation of accumulated profit)
(of the above, 583,468 (Nil) Equity Shares of Rs. 10/- each, were issued as
 fully paid-up shares under pre IPO placement)
(of the above, 8,896,825 (Nil) Equity Shares of Rs. 10/- each, were issued as
fully paid-up shares through IPO) Nil (872,843) 7% Redeemable
Preference Shares of Rs.100/- each fully paid-up – 87.29

Total 729.02 298.69

Schedule 2 - Reserves & Surplus

a) Capital Redemption Reserve
Opening Balance 0.00 –
Add: Preference share capital redemption during the year 87.29 –

87.29 –
b) Share Premium

On allotment of -
a)  8,896,825 Equity Shares by public issue 5,605.00 –
b)  583,468 Equity Shares by pre IPO placement 354.16 –

5,959.16 –
Less: Share Issue Expenses 320.21 –

5,638.95 –
c) General Reserve

Opening Balance 250.44 50.44
Add: Transfer from Profit and Loss Account 200.00 200.00

450.44 250.44

d) Profit and Loss Account 1,249.69 819.16

Total 7,426.38 1,069.60

Schedule 3 - Secured Loans

(Refer Notes to Accounts for Securities offered)
Debentures 2,250.00 –
Term Loans 3,091.16 3,106.20
Cash Credit and Other Facilities 21.91 1,003.80
Vehicle/Equipment Loans 89.20 98.09

Total 5,452.27 4,208.09

Schedule 4 - Unsecured Loans

From Companies 380.00 –
From Directors 4.50 23.00

Total 384.50 23.00
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(Rs. in million)

SCHEDULES FORMING PART OF THE CONSOLIDATED BALANCE SHEET  AS AT MARCH 31, 2007

As at As at
 31-03-2007 31-03-2006

Schedule 6 - Investments

- (Non-Trade, Unquoted, at cost) - In Government Securities
National Saving Certificates 0.08 0.09

- (Unquoted, at cost)
2,680,000 (2,680,000) Equity Shares in Sobha Renaissance Information
Technology Private Limited of Rs.10/- each fully paid up 26.80 26.80

- (Current - Quoted, at cost)
Mutual Funds 500.69 –

Total 527.57 26.89

Schedule 7 - Inventories

(valued & certified by management)
Raw Materials and Stores & Spares 216.66 –

Stock of Building Materials 14.33 11.26

Work-in-Progress 3,642.83 2,648.81

Stock in Trade-Flats 18.74 4.78

Finished Goods 15.06 –

Total 3,907.62 2,664.85

Schedule 8 - Sundry Debtors

(Unsecured, considered good)

Debts outstanding for a period exceeding six months 90.51 23.85

Other Debts 1,486.87 779.12

Total 1,577.38 802.97

Schedule 9 - Cash and Bank Balances

Cash on Hand 3.77 4.82

Balances with Scheduled Banks :
In Current Accounts 58.26 173.99

In Deposit Accounts 621.76 270.92

Total 683.79 449.73

Schedule 10 - Loans and Advances

(Unsecured, considered good)

Advances recoverable in cash or kind or for value to be received

- Land Advances 8,944.33 3,644.98

- Other Advances 1,484.08 884.62

- Deposits 472.08 50.09

Advance Tax and Tax deducted at source 635.86 405.35

Balances with Customs, VAT, Central Excise etc., 151.90 69.44

Interest Receivable 0.07 1.60

Total 11,688.32 5,056.08
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As at As at
 31-03-2007 31-03-2006

Schedule 11 - Current Liabilities and Provisions

Current Liabilities
Sundry Creditors 1,002.23 255.82
Advance received from customers 2,265.29 3,374.48
Other Liabilities 1,922.58 376.35
Interest Accrued but not due on loans 97.28 2.31
Director’s Current Account 0.30 1.34

Sub-Total 5,287.68 4,010.30

Provision for Income Tax & Dividend Tax 616.96 385.49
Provision for Wealth Tax 0.45 0.25
Provision for Fringe Benefit Tax 7.35 2.51
Provision for Preference Dividend 405.60 6.14

Sub-Total 1,030.36 394.39

Total 6,318.04 4,404.69

Schedule 12 - Other Income

Foreign Exchange Fluctuation (net) 1.27 –

Profit on sale of Shares – 0.08

Miscellaneous Income 9.07 31.47

Dividend from Investments 18.05 0.20

Profit on sale of Asset 0.45 0.34

Total 28.84 32.09

Schedule 13 - Increase in Inventories

Closing Inventory
Building Materials 14.33 11.26

Work-in-Progress 3,642.83 2,643.74

Stock-in-Trade - Flats 18.74 4.78

Finished Goods 15.06 5.07

(A) 3,690.96 2,664.85
Opening Inventory
Building Materials 11.26 4.34

Work-in-Progress 2,643.74 1,896.32

Stock-in-Trade - Flats 4.78 4.78

Finished Goods 5.07 –

(B) 2,664.85 1,905.44

Total (A)- (B) 1,026.11 759.41

SCHEDULES FORMING PART OF THE CONSOLIDATED BALANCE SHEET  AS AT MARCH 31, 2007

(Rs. in million)
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Year ended Year ended
 31-03-2007 31-03-2006

Schedule 14 - Construction Expenses

Aluminium, Steel Works & Structural Glazing Works 463.36 216.79
Civil Works 3,056.66 2,421.72
Electrical Works 486.68 328.36
Interior & Wood Works 331.04 251.32
Miscellaneous Works 614.73 394.92

Total 4,952.47 3,613.11

Schedule 15 - Raw Materials Consumption

Raw Materials
Opening Stock – –
Add: Purchases 1,091.96 –
Less: Closing Stock 198.19 –
Consumption of Raw Materials (A) 893.77 –
Consumables, Stores & Spares
Opening Stock – –
Add: Purchases 176.18 –
Less: Closing Stock 18.48 –
Consumption of Consumables, Stores & Spares (B) 157.70 –

Total (A) + (B) 1,051.47 –

Schedule 16 - Production Expenses

Labour Charges 107.46 –
Direct Wages 79.31 –
Power & Fuel 23.05 –
Other Direct Expenses 25.80 –

Total 235.62 –

Schedule 17 - Administrative Expenses

Auditors Remuneration 1.24 0.60
Electricity charges 29.90 17.65
Insurance 33.25 30.12
Rates and Taxes 3.80 0.69
Donation 128.84 59.93
Registration Expenses - Flats 159.51 139.25
Rent 94.13 36.88
Repairs and Maintenance - Machinery 7.74 4.06
Repairs and Maintenance - Others 9.47 5.04
Salaries and Wages 666.05 262.19
Contribution to Provident & Other Funds 41.27 16.75
Sales Tax 720.63 342.02
Sales Commission 4.88 3.85
Staff Welfare 27.41 13.35
Foreign Exchange Fluctuation (net) – 2.34
Advertisement & Marketing Expenses 49.42 48.02
Preliminary Expenses written off 0.01 0.01
Miscellaneous Expenses 271.32 131.11

Total 2,248.87 1,113.86

Schedule 18 - Finance Charges

Interest on Term Loans 440.92 172.68
Interest on Other Loans & Other Charges 39.81 46.71
Total 480.73 219.39

SCHEDULES FORMING PART OF THE CONSOLIDATED PROFIT AND LOSS ACCOUNT
FOR THE YEAR ENDED MARCH 31, 2007

(Rs. in million)
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FORMING PART OF THE CONSOLIDATED ACCOUNTS AS AT MARCH 31, 2007SCHEDULES

Schedule 19 - Significant Accounting Policies and Notes to Accounts:
1.0 Significant Accounting Policies:
1.1 Basis of Accounting:

The Company follows accrual method of accounting except where the receipt of income is uncertain and is in accordance with the
Accounting Standards referred to in sub-section 3(c) of Section 211 of the Companies Act, 1956.

1.2 (i) Recognition of Revenue from Contractual Projects:
Revenue from Contractual Projects undertaken is recognized on the basis of the certification issued by the client or completion of a
physical proportion of the contract work.

(ii) Recognition of Revenue from Real Estate Developmental Projects:
Revenue from each Real Estate Developmental Project is recognized:

(a) On the basis of “Percentage Completion Method”.

(b) The percentage completion method is applied on a cumulative basis in each accounting period to the current estimates of
contract revenue and contract costs.

(c ) When the stage of completion of each project reaches a significant level, which is estimated to be at least 25% of the total
estimated construction cost of the project.

(d ) Earnings relating to construction activity represents charges collected from clients towards registration, electricity & water
charges, property taxes & khata charges and other charges.

(iii) Sale of Plot/Apartments:
Sale of Plots/Apartments is net after adjustments on account of cancellation.

(iv) Recognition of Job Work Income of manufacturing divisions:
a) Materials : On shipment of materials from the manufacturing units.

b) Labour charges : On certification by the client or completion of a physical proportion of the contract work.

1.3 Fixed Assets:
Fixed Assets are stated at historical cost inclusive of freight and other direct expenses less depreciation to date.

1.4 Depreciation/Amortization:
(a) Depreciation on assets is provided on Written Down Value (WDV) method on a pro-rata basis at the rates as set out in Schedule XIV

of the Companies Act, 1956 except for steel scaffolding items, which is calculated at 16.67% on Straight Line Method (SLM) basis.

(b) Assets purchased, where the cost does not exceed Rs.5,000/- is depreciated at the rate of 100% in the year of purchase.

(c ) Centering materials made out of materials other than steel is charged off to the project.

(d) Expenditure incurred on software development is capitalized under the head intangible asset and is amortized over a period of 3 years
on a pro-rata basis, which is estimated to be the useful life of the asset.

1.5 Inventory:
(A) Related to Contractual & Real Estate Activity

Direct expenses like site labour cost, materials used for project construction, costs for moving the plant and machinery to the site and
general expenses incurred specifically for the respective project like, insurance, design and technical assistance, and construction
overheads are taken as the contract cost of the respective project.

(a) Work in Progress – Contractual Projects: Represents the work, which is yet to be certified by the client/unbilled work and other
retentions and is calculated on an estimated basis.

(b) Work in Progress – Real Estate Projects: Represents the cost incurred in respect of unsold area of the Real Estate Development
Projects and cost incurred on Projects where the revenue is yet to be recognized.

(c) Stock of Plots and apartments, classified as stock in trade, are valued at cost or net realisable value whichever is lower.

(d) Building Materials purchased specifically for projects are taken as consumed as and when received. Building Materials bought, not
identified with any specific project are valued at cost.

(B) Related to Manufacturing Activity
(a) Raw Materials, Stores and Spares & Block Making moulds are stated at lower of cost or net realisable value. Cost is determined

based on the weighted average method.

(b) Work in Progress is valued at lower of cost or net realisable value.
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(c) Finished Goods are valued at lower of cost or net realisable value including excise duty. Net realisable value is the estimate of
the selling price in ordinary course of business, less the cost of completion and selling expenses.

1.6 Investments:
Investments are long term (unless otherwise stated) and are stated at cost, except cases where provision is considered necessary.

Current investments are stated at lower of cost or fair value.  Any reduction to fair value of current investments are included in the Profit
and Loss Statement

1.7 Exchange Fluctuation:
(a) Foreign Currency transactions are accounted at the exchange rates prevailing on the date of the transaction.

(b) Gains and losses resulting from the settlement of foreign currency transaction and from the translation of monetary assets and
liabilities denominated in foreign currencies are recognized in the Profit and Loss Account.

(c) Exchange differences relating to fixed assets are adjusted to the cost of the asset.

(d) In respect of forward exchange contract entered into by the Company, the difference between the contracted rate and the rate at the
date of transaction is recognized as gain or loss over the period of contract. Exchange differences on such contracts are recognized
in the statement of Profit and Loss in the year in which the exchange rates changes.

1.8 Impairment of Assets:
Pursuant to Accounting Standard (AS28)– Impairment of Assets issued by the Institute of Chartered Accountants of India, the Company
assessed its fixed assets for impairment as at March 31, 2007 and concluded that there has been no significant impaired fixed asset that needs
to be recognized in the books of account.

1.9 Employee/Retirement benefits:
(a) Provision for gratuity, a defined benefit retirement plan (the “Gratuity Plan”) covering eligible employees is done in accordance with

the Payment of Gratuity Act, 1972.  The liabilities with regard to the gratuity plan are determined by actuarial valuation as on the balance
sheet date, based upon which, the Company contributes all the ascertained liabilities to the Sobha Developers Employees Gratuity
Trust (the “Trust”). Trustees administer contributions made to the trust and are invested with the ICICI Prudential Life Insurance
Company Limited.

(b) Provision in respect of Leave encashment is made based on actuarial valuation as against the extent of leave credit available to the
employees as at the year end. Had there been no change in the method of provision in respect of leave encashment, the profit for the
year would have been higher by Rs. 2.38 million.

(c) Eligible employees receive benefits from a Provident Fund, which is a defined contribution plan. Aggregate contributions along with
interest thereon is paid at retirement, death, incapacitation or termination of employment. Both the employee and the Company make
monthly contributions to the Government administered Provident Fund. The Company has no obligation beyond its contribution.

1.10 Deferred Tax:

Deferred tax is recognized, subject to the consideration of prudence in respect of deferred tax assets, on timing differences, being the
differences between taxable income and accounting income that originate in one period and are capable of reversal in one or more
subsequent periods.

1.11 Treatment of contingent liabilities:
Contingent Liabilities not provided for are reflected in Notes to Accounts.

2.0 Notes to Accounts:
2.1 Previous year figures are not comparable since the current financial statements include the activities relating to manufacturing of Interiors

and Glazing, commenced during the current year.

2.2 Previous year figures have been regrouped and reclassified wherever necessary.

2.3 Contingent Liabilities

(a) The Company has executed a counter guarantee for Rs. 152.83 million against the guarantee issued by the Company’s bankers.

(b) The Company has established Letter of Credit towards supplies/capital goods amounting to Rs. 10.77 million.

(c) Contingent Liability not provided for towards Sales Tax is Rs. 20.18 million and towards Income Tax is Rs. 47.60 million.

(d) Estimated amount of contracts to be executed on Capital Account and not provided for is Rs.18.27 million.

2.4 872,843 Redeemable 7% Preference Shares of Rs. 100/- each were redeemed in cash on January 03, 2007.

FORMING PART OF THE CONSOLIDATED ACCOUNTS AS AT MARCH 31, 2007SCHEDULES
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2.5 The following Group Companies have extended collateral securities in respect of loans availed by the Company from Banks:

Sl. Name of the Company Nature of Loan Nature of Security Balance as on
No. 31.03.2007

(Rs. in million)
a. Sobha Innercity Technopolis Private Limited Term Loan Equitable Mortgage of Land & Building 925.97
b. Sobha Technocity Private Limited Term Loan Equitable Mortgage of Land & Building 454.67
c. Sobha Technocity Private Limited Line of Credit Equitable Mortgage of Land & Building 0.29
d. Sobha Interiors Private Limited Term Loan Equitable Mortgage of Lease hold rights 215.00

in respect of Factory Land & Building

2.6 Details of Secured Loans and Securities offered by Sobha Developers Limited: (Rs. in million)

Sl. Particulars 2006-07 2005-06
No.
a. From Banks :
i) Term Loans

Secured by equitable mortgage of Land & building of specific real estate projects,
hypothecation of Plant & Machinery at Interior Division, equitable mortgage of
Lease hold rights of factory Land & building of Sobha Interiors Private Limited
and hypothecation of receivables of specific real estate/contractual projects. 2,711.11 3,454.02

ii) Cash Credit & Other facilities
Secured by hypothecation of receivables of specific real estate and contractual
projects, equitable mortgage of land & building of specific real estate projects
and hypothecation of stock of building materials. 12.10 627.24

iii) Loan from Banks
Secured by specific assets/vehicles purchased therefrom. 202.86 50.32

iv) Foreign Currency Loan
Secured by hypothecation of receivables of specific real estate projects and
equitable mortgage of land & building of specific real estate projects 160.00 0.00
Total 3,086.07 4,131.58

b. From Others
i) Equipment Finance/Vehicle Loans

Secured by specific assets/vehicle purchased therefrom 116.20 76.51

Note : All the above loans except to the extent of Rs. 136.71 Million have been personally guaranteed by two Directors.
2.7 Leasing Arrangements:

The significant leasing arrangements entered into by the Company include the following :
a) Buildings taken on operating lease for office premises and residential accommodation for employees and renewable on periodic basis

by mutual consent of both parties.
b) The above operating leases are cancelable by the Lessee for any reason by giving advance notice.
c) The Company has taken construction equipments on operating lease on non-cancellable basis and the lease payments in respect of the

above arrangements have been recognized under “Rent” in Schedule to the Profit and Loss Account.

Particulars Year ended Year ended
31.03.2007 31.03.2006

i) Lease Payments
Lease Payments recognized in Profit and Loss Account 10.28 Nil
Contingent rents Nil Nil

ii) Minimum Lease Payable
Within a period of one year 19.69 Nil
After one year and within five years 29.09 Nil
Later than five years Nil Nil

FORMING PART OF THE CONSOLIDATED ACCOUNTS AS AT MARCH 31, 2007SCHEDULES
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2.8 Redeemable non convertible debentures amounting to Rs. 2,250 million are to be redeemed in cash on the following dates:

Issued to Amount Rate of Interest Date of Redemption
(Rs. in million)

LIC Mutual Fund Asset Management Co Ltd. 1000.00 Floor Rate 8.75 19-Sep-2007
- 100 Nos. of Rs. 10 million each Cap Rate 8.85

LIC Mutual Fund Asset Management Co Ltd. 1000.00 Floor Rate 8.75 Rs. 500 million
- 100 Nos. of Rs. 10 million each Cap Rate 8.85 on 29.09.2007,

Rs. 500 million
on 31.10.2007

LIC Mutual Fund Asset Management Co Ltd. 250.00 9.10% 9-Nov-2007
- 250 Nos. of Rs. 1 million each

Redeemable non convertible debentures are secured by a property at Kadi, Gujarat and personally guaranteed by a director.

2.9 Deferred Tax liabilities (net) is attributable to the following:

Liability on account of depreciation Rs. 34.87 Million

Asset on account expenses allowable when paid Rs. 12.54 Million

Net Deferred Tax Liabilities Rs. 22.33 Million

2.10 Segment Reporting:
The Company is mainly engaged in the business of Development and Construction of Properties and Projects and therefore segment
reporting as defined in Accounting Standard 17 does not apply.

2.11 In the opinion of Board of Directors, Current Assets, Loans and Advances, are realisable in the ordinary course of business.

2.12 Interest on others under Schedule 18 is net after adjusting Rs. 29.64 million (Rs. 11.04 million) of interest received. TDS on interest
received is Rs. 7.43 million (Rs. 2.19 million).

2.13 Expenses incurred towards Lead Managers Fees,  Advertisement, Printing, Certification Fees to Statutory Auditors and other Statutory
Fees in connection with the Initial Public Offer of equity shares by the Company have been adjusted against the Share Premium collected
on such public offer of shares.

2.14 The Company has raised money through an Initial Public Offer by issuing equity shares amounting to 8,896,825 shares of Rs. 10 each at a
premium of Rs. 630 per share. The details of deployment of net IPO proceeds are as follows:

(Rs. in million)

Towards Land Acquisition 2,672

Development and Construction of Projects 154

Repayment of Loans 1,587

Unutilized funds invested in Mutual Funds & Fixed Deposits 961

Total 5,374

The Company has also issued by way of Pre IPO placement of 583,468 Equity Shares of Rs. 10 each at a premium of Rs. 607 per share.

2.15 Auditors’ remuneration:

Current Previous
Year Year

Audit Fee 1.00 0.30

Tax Audit 0.10 0.10

IPO related matters 0.80 –

Out of pocket expenses 0.14 –

Taxation matters – 0.20

Total 2.04 0.60

FORMING PART OF THE CONSOLIDATED ACCOUNTS AS AT MARCH 31, 2007SCHEDULES
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2.16 Loans and advances include, the following group company balances, wherein a few directors/key managerial personnel are interested:

(Rs. in million)

Sl. Name of the Company Amount due as Maximum amount due
No. on March 31, 2007 at any time during

the year

1 M/s. Sobha Renaissance Information Technology Private Ltd. 55.27 70.71

2 M/s. Sobha Electro Mechanical Private Ltd. 0.14 0.14

3 M/s. Chauma Properties and Construction Private Ltd. 8.81 8.81

4 M/s. Puzhakkal Developers Private Ltd. 3.13 3.13

5 M/s. Sobha Projects and Trades Private Ltd. 12.94 14.78

6 M/s. Technobuild Developers Private Limited 3,306.29 3,306.29

7 M/s. Sobha Innercity Technopolis Private Limited 0.77 0.77

8 M/s. Hill & Menon Securities Private Ltd. 0.10 0.10

9 M/s. Sobha Aviation & Engineering Services Private Ltd. 0.03 0.03

FORMING PART OF THE CONSOLIDATED ACCOUNTS AS AT MARCH 31, 2007SCHEDULES

2.17 Details of investments purchased and redeemed/sold during the year

 Sl. Particulars Purchased during the year Sold during the year Balance as on 31.03.07
 No.

No. of Rs. in No. of Rs. in No. of Rs. in
Units  Million Units  Million Units  Million

1. ABN AMRO Floating Rate Fund 25,023,292.936 250.23 25,023,292.936 250.23 – –
2. ABN AMRO Cash IP 10,012,760.768 100.13 10,012,760.768 100.13 – –
3. DSPML Liquid Plus-IP 300,286.270 300.35 300,286.270 300.35 – –
4. DSPML Liquid Plus Fund 250,238.564 250.29 250,238.564 250.29 – –
5. DWS Insta Cash Plus Fund-IP 30,168,844.398 302.28 30,168,844.398 302.28 – –
6. DWS Money Plus Fund 20,116,826.051 201.33 20,116,826.051 201.33 – –
7. HDFC Cash Management Fund Call Plan 4,810,519.829 50.16 4,810,519.829 50.16 – –
8. HSBC Cash Fund 10,008,116.646 100.14 10,008,116.646 100.14 – –
9. HSBC Liquid Plus Fund-IP Plus 30,173,497.943 301.80 30,173,497.943 301.80 – –
10. ING Vysya Liquid Fund-SIP 10,003,329.989 100.14 10,003,329.989 100.14 – –
11. Kotak Liquid INST Premium 20,472,554.358 250.34 20,472,554.358 250.34 – –
12. LIC-MF Liquid Fund 27,538,819.034 302.38 27,538,819.034 302.38 – –
13. Principal Mutual Fund 15,019,208.463 150.20 15,019,208.463 150.20 – –
14. Reliance Liquid Fund-Daily Div. Reinvestment 56,407,462.749 602.33 56,407,462.749 602.33 – –
15. Reliance Liquid Fund Cash Plan-Daily Div. – 351.15 – 351.15 – –
16. SCLMP 25,064,090.945 250.67 25,064,090.945 250.67 – –
17. TITMA 100,110.287 100.14 100,110.287 100.14 – –
18. UTI Liquid Fund Cash Plan IP 245,565.182 250.34 245,565.182 250.34 – –
19. JM Money Manager Fund 20,118,759.981 201.19 20,118,759.981 201.19 – –
20. HDFC Cash Management Fund Call Plan 24,024,312.725 250.49 24,024,312.725 250.49 – –
21. LICMF Liquid Fund 6,845,694.921 75.17 6,845,694.921 75.17 – –
22. SCLMP 75,186.650 75.19 75,186.650 75.19 – –
23. Birla Sunlife Cash Manager IP-Div. Reinvestment 25,032,362.540 250.81 25,032,362.540 250.81 – –
24. HSBC Liquid Plan Fund 5,008,912.190 50.12 5,008,912.190 50.12 – –
25. Reliance Floating Rate Fund 9,954,253.211 100.19 – – 9,954,253.21 100.19
26. Reliance Floating Rate Fund 9,954,253.211 100.19 – – 9,954,253.21 100.19
27. HSBC Cash Fund (Switch off Liquid Plus) 16,007,954.369 160.17 – – 16,007,954.37 160.17
28. HSBC Cash Fund (Switch off Liquid Plus) 14,006,960.072 140.15 – – 14,006,960.07 140.15

TOTAL 416,744,174.283 5,618.05 366,820,753.420 5,117.35 49,923,420.863 500.69
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2.18 Remuneration to Directors:
Managerial remuneration to Directors is summarized below: (Rs. in million)

Current Year

Chairman Managing Whole Time Other Total
Director Directors Directors

Salary 18.00 1.93 19.40 – 39.33
Perquisites 1.60 – – – 1.60
Contribution to Fund 2.16 0.23 1.46 – 3.85
Other Allowances 10.80 2.00 0.42 – 13.22
Sitting Fees – – – 0.18 0.18
Commission/others – 37.40 – 3.60 41.00
Total 32.56 41.56 21.28 3.78 99.18

Computation of Net profit in accordance with Section 309 (5) read with Section 349 of the Companies Act, 1956 is summarized below :

Profit for the year before taxation as per Profit & Loss Account 1,865.85

Add : Depreciation 243.86

Add : Managerial Remuneration to Directors 99.18

2,208.89

Less : Depreciation under Section 350 243.86

Adjusted Net profit as per Section 198 of the Companies Act, 1956 1,965.03

Permissible Commission to Managing Director - 2% (as determined by the Board of Directors) 39.30

Commission paid / to be paid to Managing Director 37.40

Permissible remuneration to Independent Directors - 1% (as per Companies Act, 1956) 19.65

Remuneration paid / to be paid to Independent Directors 3.60

2.19 Earnings per Share:
(a) Basic and Diluted Earnings per Share is calculated by dividing the net profit attributable to the ordinary shareholders by the weighted

average number of ordinary shares outstanding during the year.

(b) The following reflects the income and share data used in the computation of Basic/Diluted Earnings per Share.

31.03.2007 31.03.2006
(Rs. in million) (Rs. in million)

Amount used as the numerator
Net profit attributable to the ordinary 1,609.72 877.87
Shareholders for Basic Earnings per share

No. of Ordinary Shares used as denominator
Weighted average number of ordinary shares 66.35 63.42
in issue applicable to Basic/Diluted Earnings per Share

2.20 The disclosure in respect of contract revenue recognized, cost incurred and other details as required under AS 7 on Construction
Contracts are given under:

(Rs. in million)

Contract Revenue recognized as revenue in the year 8,661.13

Contract Cost incurred and recognized Profits (less recognized losses) upto the reporting date 11,171.63

Advances Received 1,812.28

Gross amount due from customers for contract work 1,524.19

2.21 Balances of Debtors, Creditors and Loans and advances are subject to confirmation.

FORMING PART OF THE CONSOLIDATED ACCOUNTS AS AT MARCH 31, 2007SCHEDULES
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2.22 Donation to political parties is given as under:

Name of the Party 31.03.2007 31.03.2006

Congress (I) 0.10 1.00

Bhartiya Janata Party Nil 0.40

Kannada Paksha 0.02 0.01

Communist Party of India 0.50 Nil

Total 0.62 1.41

2.23 In respect of manufacturing activities of Interiors, Glazing & Block Making Unit, particulars required under Para 4D of Part II of Schedule VI
to the Companies Act, 1956 could not be furnished in view of innumerable quantities and types of each manufactured item falling below the
prescribed limit.

(Rs. in million)

2.24 Description 31.03.2007 31.03.2006

CIF value of imports :
Raw Materials - Building Materials, Stores, Components & Spare Parts 113.24 0.50

Capital Items 83.93 9.17

Foreign Exchange Outgo on account of:
Travel 12.40 4.52

Services 46.74 9.00

Dividend 6.10 144.80

Earnings in Foreign Exchange on account of exports is Rs. 0.48 million which excludes realisation of book debts.

2.25 Related Party Transactions: (Rs. in million)

Particulars Nature of Name of  the 2006-07 2005-06
Relationship Related Party

Oman Builders Pvt. Ltd. 9.07 1.13

Sri Kurumba Trust 43.94 0.46

Sale of Goods/Services/Reimbursements Other Related Parties Technobuild Developers Pvt. Ltd. 135.62 –

Sobha Interiors Pvt. Ltd. – 116.66

Sobha Space Pvt. Ltd. – 0.73

Sobha Glazing & Metal Works Pvt. Ltd. – 60.05

Sobha Innercity Technopolis Pvt. Ltd. 0.78 6.71

Key Management P. N. C. Menon 0.04 –
Personnel Sobha Menon 31.57 –

J. C. Sharma 6.20 3.87

Interest Received Other Related Parties Sobha Renaissance Information
Technology Pvt. Ltd. 5.78 2.40

Sobha Interiors Pvt. Ltd. 233.19 217.02

Sobha Glazing & Metal Works Pvt. Ltd. 169.06 120.46

Sobha Projects & Trade Pvt. Ltd. 31.02 32.92

Purchase of goods and contractual services Other Related Parties Lotus Manpower Services 337.31 89.40

Sobha Space Pvt. Ltd. 30.60 –

Oman Builders Pvt. Ltd. – 0.90

Sobha Renaissance Information
Technology Pvt. Ltd. 18.77 15.60

Relatives of Key P. N. Haridas – 104.66

Management Personnel P. N. K. Mani 1.68 –

(Rs. in million)

FORMING PART OF THE CONSOLIDATED ACCOUNTS AS AT MARCH 31, 2007SCHEDULES
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Particulars Nature of Name of  the 2006-07 2005-06
Relationship Related Party

Directors’ Remuneration Key Management J. C. Sharma 41.56 23.26

Personnel Mathew Mammen 0.47 –
Ravi Menon 20.87 13.57

P. N. C. Menon 32.57 18.52

Salary Paid including perquisite Key Management K. Suresh 2.06 –

Personnel Raghu Balan – 1.22

P. Kanodia 2.19 –

Purchase of Fixed Assets Other Related Parties Sobha Interiors Pvt. Ltd. 62.70 –

Sobha Glazing & Metal Works Pvt. Ltd. 25.72 –

Sobha Space Pvt. Ltd. 45.62 –

Key Management V. K. Balan – 0.11
Personnel

Interest Paid Key Management Sobha Menon 0.90 2.53

Personnel P. N. C. Menon 0.05 0.43

Donation Paid Other Related Parties Sri Kurumba Trust 122.20 55.10
Rent Deposit Other Related Parties Sobha Glazing & Metal Works Pvt. Ltd. 110.00 –

Sobha Interiors Pvt. Ltd. 280.00 –
Rent Paid Other Related Parties Sobha Interiors Pvt. Ltd. 0.78 –

Sobha Glazing & Metal Works Pvt. Ltd. 0.78 –
Key Management Sobha Menon 0.67 0.37
Personnel

Loan Given Other Related Parties Sobha Renaissance Information 41.50 30.00
Technology Pvt. Ltd.

Balance receivable Other Related Parties Sobha Projects & Trade Pvt. Ltd. 12.94 (1.77)
Sobha Renaissance Information
Technology Pvt. Ltd. 55.27 20.87
Sobha Innercity Technopolis Pvt. Ltd. 0.77 (27.47)
Hill and Menon Securities Pvt. Ltd. 0.10 0.09
Sobha Electro Mechanical Pvt. Ltd. 0.14 –
Sobha Space Pvt. Ltd. – 48.59
Chauma Properties and Construction
Private Limited 8.81 –
Sri Kurumba Trust – 0.62
Sobha Aviation & Engineering 0.03 –
Services Pvt. Ltd.
Puzhakkal Developers Pvt. Ltd. 3.13 –
Technobuild Developers Pvt. Ltd. 3,306.29 –

Balance payable Other Related Parties Royal Interiors Pvt. Ltd. 10.17 (6.35)
Oman Builders Pvt. Ltd. 41.48 49.50
Sobha Interiors Pvt. Ltd. 3.94 (252.89)
Sobha Glazing & Metal Works Pvt. Ltd. 12.47 (220.70)
Lotus Manpower Services 9.70 (6.83)
Sobha Technocity Pvt. Ltd. 1.24 1.27

Key Management P. N. C. Menon 0.09 4.64
Personnel J. C. Sharma 0.42 21.43

Sobha Menon 8.99 19.71
Relatives of Key P. N. K. Mani 0.03 –
Management Personnel

(Rs. in million)

FORMING PART OF THE CONSOLIDATED ACCOUNTS AS AT MARCH 31, 2007SCHEDULES
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Name of Related Parties and Description of Relationship
Holding Company Nil
Associate Nil
Key Management Personnel Mr. P. N. C. Menon

Mrs. Sobha Menon
Mr. Ravi Menon
Mr. J. C. Sharma
Mr. P. Kanodia
Mr. K. Suresh

Relatives of Key Management Personnel Mr. P. N. Haridas
Mr. P. N. K. Mani

Other Related Parties M/s. Oman Builders Private Limited
M/s. Sobha Innercity Technopolis Private Limited
M/s. Sobha Interiors Private Limited
M/s. Sobha Glazing & Metal Works Private Limited
M/s. Sobha Electro - Mechanical Private Limited
M/s. Sobha Renaissance Information Technology Private Limited
M/s. Sobha Technocity Private Limited
M/s. Technobuild Developers Private Limited
M/s. Sobha Projects and Trade Private Limited
M/s. Indeset Building Materials LLC
M/s. Indeset Trading & Decorations Services LLC
M/s. Services & Trade Company
M/s. Royal Interiors Private Limited
M/s. Menon Hill Financial Services Private Limited
M/s. Hill & Menon Securities Private Limited
M/s. Sri Kurumba Trust
M/s. Sobha Aviation & Engineering Services Private Limited
M/s. Lotus Manpower Services
M/s. Chauma Properties & Construction Private Limited
M/s. Sobha Space Private Limited
M/s. Puzhakkal Developers Private Limited

2.26 Gratuity Plan
Effective April 1, 2006, the Company adopted the revised accounting standard on employee benefit. Pursuant to the adoption, the Company
does not require any additional transitional obligations on the date of adoption of AS 15 (revised) and hence no adjustment has been made
against opening balance of revenue reserves and surplus.

The following table set out the status of the gratuity plan as required under AS 15

Reconciliation of opening and closing balance of the present value of the defined benefit obligation:
(Rs. in million)

for the year ended

31.03.2007

Obligations at period beginning 10.48

Service Cost 8.07

Interest Cost 1.66

Actuarial (gain)/loss (0.55)

Benefit Paid (0.89)

Obligations at period end 18.77

FORMING PART OF THE CONSOLIDATED ACCOUNTS AS AT MARCH 31, 2007SCHEDULES
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(Rs. in million)

for the year ended

31.03.2007

Defined benefit obligation liability as at the Balance Sheet is wholly funded by the Company
Change in plan assets
Plan assets at the period beginning, at fair value 13.50

Expected return on plan assets 1.08

Actuarial (gain)/loss 0.27

Contributions 0.00

Benefits paid (0.67)

Plan assets at the period end, at fair value 14.18

Reconciliation of present value of the obligation and the fair value of the plan assets:
Fair value of plan assets at the end of the period 14.18

Present value of the defined benefit obligations at the end of the period 18.77

(4.59)

Gratuity cost for the period
Service Cost 4.60

Interest Cost 1.02

Expected return on plan assets (1.08)

Actuarial gain/ (loss) 0.75

Net Gratuity cost 5.29

Investment details of plan assets
100% of the plan assets are invested in debt instruments

Assumptions
Interest rate 8.00%

Estimated rate of return on plan assets 8.00%

The estimates of future salary increases, considered in actuarial valuation, take account of inflation, seniority, promotion and other several
factor such as supply and demand factor in the employment market.

2.27 The Company has purchased certain fixed assets and taken over certain liabilities of its group companies namely Sobha Interiors Private
Limited, Sobha Glazing & Metal Works Private Limited and Sobha Space Private Limited on 03.04.2006 and since then, the company is
carrying out activities of interior works and glazing works, in addition to the existing activities that are being carried out

Details of Assets & Liabilities taken over are as follows: (Rs. in million)

Particulars Sobha Glazing & Sobha Space Private Sobha Interiors
Metal Works Limited Private Limited

Private Limited

Fixed Assets 25.73 45.63 62.73

Stock 169.43 30.59 233.19

Other Liabilities 63.08 19.38 169.18

2.28 The Company is in the process of identifying suppliers constituting Small Scale Undertakings and hence the amount due to such suppliers
has not been identified.

2.29 As per the information available with the Company, the Company has paid to all entities falling under the provisions of Micro, Small &
Medium Enterprises Development Act, 2006 within the due dates as specified in the said Act.

FORMING PART OF THE CONSOLIDATED ACCOUNTS AS AT MARCH 31, 2007SCHEDULES
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S.B.G. Housing Private Limited

AUDITORS’ REPORT

We have audited the attached Balance Sheet of M/s. S.B.G Housing Private Limited, Bangalore, as at 31st March 2007 and
also the Profit and Loss Account for the year ended on that date annexed thereto. These financial statements are the responsibility
of the Company’s Management. Our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in India. Those Standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statements are free from material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the Financial Statements.  An
audit also includes assessing the accounting principles used and significant estimates made by Management, as well as evaluating
the overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.

1. Based on the information and records produced by the Company, we are of the opinion that reports as required by the
Companies (Auditor’s Report) Order, 2003 (as amended) issued by the Central Government of India in terms of sub-section
(4A) of Section 227 of the Companies Act, 1956 is not applicable.

2. Further to our comments as referred above, we report that:

2.1. We have obtained all the information and explanations, which to the best of our knowledge and belief were necessary
for the purposes of audit;

2.2. In our opinion, proper books of account as required by law have been kept by the Company so far as appears from our
examination of those books;

2.3. The Balance Sheet and Profit and Loss Account dealt with by this report are in agreement with the books of account
and returns.

2.4. In our opinion, the Balance Sheet and Profit and Loss Account dealt with by this report comply with the Accounting
Standards referred to in sub-section (3C) of Section 211 of the Companies Act, 1956;

2.5. On the basis of written representations received from the Directors, as on 31st March 2007, and taken on record by the
Board of Directors, We report that none of the Directors is disqualified as on 31st March 2007 from being appointed as
a Director in terms of clause (g) of sub-section (1) of Section 274 of the Companies Act, 1956.

2.6. In our opinion and to the best of our information and according to the explanations given to us, the said accounts give
the information required by the Companies Act, 1956, in the manner so required, give a true and fair view in conformity
with the accounting principles generally accepted in India:

a. in the case of the Balance Sheet, of the state of affairs of the Company as at 31st March, 2007; and

b. in the case of the Profit and Loss Account, of the loss of the Company for the year ended on that date.

For S. Janardhan &  Associates
Chartered Accountants

(B. Anand)
Place : Bangalore Partner
Date : May 10, 2007 Membership No : 29146
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S.B.G. Housing Private Limited

AS AT MARCH 31, 2007

Schedule As at As at
 31-03-2007 31-03-2006

SOURCES OF FUNDS

Shareholders’ Funds

      Share Capital 1             100,000             100,000

Total             100,000             100,000

APPLICATION OF FUNDS

Fixed Assets                      –                       –

Current  Assets,  Loans  and Advances

      Inventories      129,669,851      120,885,555

      Cash and Bank Balances 2             229,844               58,615

      Loans and Advances 3        25,035,000               35,000

     154,934,695      120,979,170

Current Liabilities and Provisions

     Current Liabilities 4      154,905,327      120,941,034

Net  Current  Assets               29,368               38,136

Miscellaneous Expenditure

(to the extent not written off or adjusted)

     Preliminary Expenses               32,072               42,764

     Profit and Loss Account               38,560               19,100

              70,632               61,864

Total             100,000             100,000

Significant Accounting Policies & Notes to Accounts 6

BALANCE SHEET

For S. Janardhan & Associates For S.B.G. Housing Private Limited
Chartered Accountants

B. Anand Ashok Kumar D. S. Patil
Partner Director Director
Membership No. 29146

Place: Bangalore
Date : May 10, 2007

(Amount in Rs.)
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S.B.G. Housing Private Limited

FOR THE YEAR ENDED MARCH 31, 2007PROFIT AND LOSS ACCOUNT

For S. Janardhan & Associates For S.B.G. Housing Private Limited
Chartered Accountants

B. Anand Ashok Kumar D. S. Patil
Partner Director Director
Membership No. 29146

Place: Bangalore
Date : May 10, 2007

(Amount in Rs.)

Schedule Year Ended Year Ended
 31-03-2007 31-03-2006

INCOME

Increase/(Decrease) in Inventories 5 8,784,296 5,328,125

8,784,296 5,328,125

EXPENDITURE

Land Purchase Cost 8,784,296 5,328,125

Legal Expenses 5,172 1,602

Audit Fees 3,371 3,367

Finance Charges 225 3,440

Preliminary Expenses written off 10,692 10,691

8,803,756 5,347,225

Profit/(Loss) before Tax (19,460) (19,100)

Add: Balance as per last Balance Sheet (19,100) –

Balance Loss carried to Balance Sheet (38,560) (19,100)

Earnings per share (19.46) (19.10)
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S.B.G. Housing Private Limited

SCHEDULES FORMING PART OF THE BALANCE SHEET AS AT MARCH  31, 2007
(Amount in Rs.)

As at As at
 31-03-2007 31-03-2006

Schedule 1 - Share Capital

Authorised Share Capital
1,000 Equity Shares of Rs.100/- each fully paid-up 100,000 100,000

Issued, Subscribed and Paid-up
1,000 Equity Shares of Rs.100/- each 100,000 100,000

100,000 100,000

Schedule 2 - Cash and Bank Balances

Cash 57,055 57,055
Bank Balances 172,789 1,560

229,844 58,615
Schedule 3 - Loans and Advances

(Unsecured, considered good)
Advances recoverable in cash or kind or for value to be received
Land Advance 25,000,000 –
Deposits 35,000 35,000

25,035,000 35,000

Schedule 4 - Current Liabilities and Provisions

Outstanding Expenses 11,697 10,571
Advance received from Holding Company 154,893,630 120,930,463

154,905,327 120,941,034

Schedule 5 - Increase in Inventories

A. Opening Inventory 120,885,555 115,557,430
B. Closing Inventory 129,669,851 120,885,555

Increase in Inventory (B-A) 8,784,296 5,328,125
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S.B.G. Housing Private Limited

SCHEDULES FORMING PART OF THE BALANCE SHEET AS AT MARCH 31, 2007

SCHEDULE 6 : SIGNIFICANT ACCOUNTING POLICIES AND NOTES TO ACCOUNTS
SIGNIFICANT ACCOUNTING POLICIES:
01. BASIS OF ACCOUNTING:

The Company follows accrual method except where the receipt of income is uncertain and is in accordance with the Accounting Standards
referred to in sub-section (3C) of Section 211 of the Companies Act, 1956.

02. FIXED ASSETS
There are no fixed assets in the Company during the year.

03. INVENTORY
Inventory consists of stock of land and includes all direct expenses and related overheads. Inventories are valued at cost or net realisable
value, whichever is lower.

04. EMPLOYEE BENEFITS:
The provisions of Payment of Gratuity Act are not applicable to the Company as there are no employees in the Company and no provision
has been made for Gratuity.

05. PRELIMINARY EXPENSES:
Preliminary expenses incurred are written off over a period of 10 years after the commencement of business.

06. TREATMENT OF CONTINGENT LIABILITIES:
Contingent Liabilities not provided for are reflected in Notes on Accounts.

07. DEFERRED TAX
Deferred Tax is not provided, as there are no items having difference between taxable income and accounting income that originate in one
period and are capable of reversal in one or more subsequent periods.

NOTES TO ACCOUNTS:
01. Previous years figures have been re-arranged/re-grouped wherever necessary to make them comparable.
02. The Company is not a manufacturing Company and hence the quantitative details required under Para 4C and 4D of Part II of Schedule

VI of the Companies Act, 1956 have not been given.
03. There are no Foreign Exchange earnings or outgo in the current year.
04. In the opinion of the Board of Directors, Current assets, Loans and advances, have at least the value as stated in the Balance Sheet, if

realised in the ordinary course of the business.
05. Provision for Income Tax has not been made for the year, as there is no taxable income.
06. EARNINGS PER SHARE:

a Basic and Diluted Earnings per Share is calculated by dividing the net loss attributable to the ordinary shareholders by the number
of ordinary shares outstanding during the year.

b. The following reflects the Income and Share data used in the computation of Basic/Diluted Earnings per share.

Particulars 31.03.2007 31.03.2006

Amount used as numerator
Net loss attributable to the  ordinary shareholders for Basic Earnings per Share 19,460 19,100
No. of Ordinary Shares used as denominator
Number of ordinary shares in issue applicable to Basic/Diluted Earnings per Share 1,000 1,000

07. There are no dues to Small Scale Industries as identified by the Management.

08. As per information available with the Company, the Company has paid to all entities falling under the provisions of Micro Small and
Medium Enterprises Development Act, 2006 within the due dates as specified in the said Act.

“Subject to our report of even date” For S.B.G. Housing Private Limited
For S. Janardhan & Associates
Chartered Accountants

B. Anand Ashok Kumar D. S. Patil
Partner Director Director
Membership No: 29146

Place : Bangalore
Date : May 10, 2007
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S.B.G. Housing Private Limited
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For S.B.G. Housing Private Limitd

Place :  Bangalore Ashok Kumar D. S. Patil
Date :  May 10, 2007 Director Director

3 9

N I L

N I L

BALANCE SHEET ABSTRACT AND COMPANY’S GENERAL BUSINESS PROFILE

REGISTRATION DETAILS

Registration No. State Code

Balance Sheet Date

CAPITAL RAISED DURING THE YEAR 000’s

Public Issue Rights Issue

Bonus Issue Private
Placement

POSITION OF MOBILISATION AND DEPLOYMENT OF FUNDS

Total Liabilities Total Assets

SOURCES OF FUNDS

Paid Up Capital Reserves and Surplus

Secured Loans Unsecured Loans

APPLICATION OF FUNDS
Net Fixed Assets including Investments
Capital Work in Progress

Net Current Assets Miscellaneous Expenditure

Accumulated Loss

PERFORMANCE OF THE COMPANY

Turnover (Rs.) Total Expenditure

Loss Before Tax Loss After Tax

Earnings Per Share Dividend Rate

GENERIC NAMES OF THREE PRINCIPAL PRODUCTS/SERVICES OF THE COMPANY Item Code No. (ITC Code)

1. Housing and Real Estate Development 1. NIL
2. NIL 2. NIL
3. NIL 3. NIL
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CORPORATE SOCIAL RESPONSIBILITY

Sobha Developers Limited believes that, while its primary responsibility remains maximisation of shareholder value, its obligation towards society
is an integral part of the Company’s sustainable development model.  The Company has taken innovative initiatives in this regard, which have
influenced and triggered other like-minded corporate citizens to deliver their share to community development.  The activities have been planned
and driven on a dual level, primarily through Sri Kurumba Trust and secondly on an individual level.

Sri Kurumba Trust: Founded by Mr PNC Menon, Chairman of Sobha Developers, the Trust has initiated a number of measures on a community
development level, which have become replicable models in the society.  Some of the major initiatives are:

Sobha Hermitage: A unique senior citizens’ home, located in a sprawling and serene location in Palakkad district, Kerala. Sobha Hermitage was
built with international standards with state-of-the-art facilities and amenities.  The accommodation and facilities are provided absolutely free to
deserving senior citizens and young widows with small children.

Sobha Health Care: A medical center for the inmates of Sobha Hermitage as well as for the villagers, equipped with the most modern facilities,
Sobha Health Care provides primary health facilities hitherto unavailable in the village. The facilities are provided free to the needy and at
subsidized rates for those who can afford.

Sobha Academy: A school of highest standards with the best facilities was setup which provides free education, food, uniform, books etc. for
children who cannot afford it.

Adoption of two villages: The Trust has adopted two of the backward villages in the district of Palakkad, with a four-line strategy for overall
development of the twin villages. The strategies include providing healthcare, education, water and employment to the people of the villages. A
complete census has been undertaken in the villages and after catering to the agenda for providing health care and education, action has been
initiated to provide uninterrupted water supply to the villages. The fourth initiative is to establish an industry and start group farming to provide
gainful employment to hundreds of youth of the two villages. Necessary land has been acquired for the same and work is expected to commence
in two years.

On an individual level, the Company has undertaken the following Corporate Social Responsibility Initiatives:

Sponsorship of Anju Bobby George for the Olympics 2004.

Sponsorship of PT Usha School of Athletics – Sports Hostel.

Impetus to Maj. Rajvardhan Rathore, silver medallist at Olympics 2004.

Sobha Construction Academy which gives preference to economically backward candidates.

Creation of a rehabilitation village for Tsunami victims in Kerala.

Adoption of orphaned children and housing them in a Sobha sponsored orphanage.

Welfare of its indirect workmen and their families.

Proposed Social Housing – facilitating a better quality of life and dignity for the workmen.

Regular contributions to noble and worthy causes.
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NOTICE is hereby given that the Twelfth Annual General Meeting of the Members of the Company will be held on Monday, the 13th day of August,
2007 at 02.30 P. M. at NIMHANS Convention Centre, Hosur Road, Bangalore - 560 029 to transact the following business:

  ORDINARY BUSINESS:

1. To receive, consider and adopt the Audited Balance Sheet as at March 31, 2007, the Profit and Loss Account for the financial period ended as
on that date, the Directors Report and the Auditors Report thereon.

2. To declare Dividend.

3. To appoint a Director in place of Mr.  Anup Shah, who retires by rotation and being eligible offers himself for reappointment.

4. To appoint a Director in place of Mr. N.S. Raghavan, who retires by rotation and being eligible offers himself for reappointment.

5. To consider and if thought fit, to pass the following resolution with or without modification(s), as an Ordinary Resolution:

“RESOLVED THAT M/s. S. R. Batliboi & Associates, Chartered Accountants, be and are hereby appointed as the Statutory Auditors of the
Company in place of M/s S. Janardhan &  Associates,  Chartered Accountants, retiring auditors, to hold office from the conclusion of this
meeting until the conclusion of the next Annual General Meeting of the Company, at a remuneration to be fixed by the Board of Directors in
consultation with the Auditors.”

  SPECIAL BUSINESS:

6. To consider and if thought fit, to pass the following resolution with or without modification(s), as an Ordinary Resolution:

“RESOLVED THAT in supersession of the resolution passed at the Annual General Meeting of the Company held on the 13th day of
September, 2006 and pursuant to the provisions contained in Section 293(1)(d) of the Companies Act, 1956 and other applicable provisions,
if any, the Board of Directors of the Company be and are hereby authorised, to borrow money, from time to time, at its discretion either from
the Company’s existing bank(s) or any other bank(s), financial institution(s) or any other lending institution or persons on such terms and
conditions as may be considered suitable by the Board of Directors up to a limit not exceeding in the aggregate Rs. 40,000,000,000 (Rupees
Forty Thousand Million only) notwithstanding that the money to be borrowed together with the moneys already borrowed by the Company
(apart from temporary loans obtained from the Company’s bankers in the ordinary course of business) will exceed the aggregate of the paid
up share capital of the Company and its free reserves, that is to say reserves not set for any specific purpose.”

7. To consider and if thought fit, to pass the following resolution with or without modification(s), as a Special Resolution:

“RESOLVED THAT pursuant to the provisions of Sections 16, 94, 95 of the Companies Act, 1956 and other applicable provisions, if any, of
the Companies Act, 1956, the Authorised Share Capital of the Company comprising of Rs.900,000,000/- (Rupees Nine Hundred Million only)
consisting of 80,000,000 (Eighty Million only) Equity Shares of Rs.10/- (Rupees Ten only) each and 1,000,000 (One Million only) Preference
Shares of Rs.100/- each (Rupees One Hundred only) be altered and increased to Rs.2,000,000,000/- (Rupees Two Thousand Million only)
consisting of 80,000,000 (Eighty Million only) Equity Shares of Rs.10/- (Rupees Ten only) each, aggregating to Rs.800,000,000 (Rupees Eight
Hundred Million Only) and 12,000,000 (Twelve Million only) Preference Shares of Rs.100/- (Rupees One Hundred only) each, aggregating to
Rs.1,200,000,000 (Rupees One Thousand Two Hundred Million only) resulting into increase of authorised capital by Rs.1,100,000,000/-
(Rupees One Thousand and One Hundred Million only).

RESOLVED FURTHER THAT Clause V of the Memorandum of Association of the Company be altered to read as under:

V.  The Authorised Share Capital of the Company is Rs.2,000,000,000/- (Rupees Two Thousand Million only) divided into 80,000,000 (Eighty
Million only) Equity Shares of Rs.10/- (Rupees Ten only) each and 12,000,000 (Twelve Million only) Preference Shares of Rs.100/- (Rupees One
Hundred only) each.”

8. INCREASE IN THE REMUNERATION OF Mr.  J. C.  SHARMA, MANAGING DIRECTOR:

To consider and if thought fit, to pass the following resolution with or without modification(s), as a Special Resolution:

NOTICE

078-409_Sobha Developer_Ord_AR 2k6_2k7_(099-106).pmd 17/07/2007, 4:31 AM99



100

“RESOLVED THAT pursuant to Sections 198, 268, 269, 309, 310, 311 read with Schedule XIII to the Companies Act, 1956, and other
applicable provisions, if any, of the Companies Act, 1956, and other applicable enactments, as amended from time to time the remuneration of
Mr. J.C. Sharma, Managing Director be and is hereby revised with effect from 1st April, 2007 on the terms and conditions as mentioned
hereunder:

A. Salary: Rs.250,000 per month.

B. Commission: In addition to the salary he shall be entitled to a commission as determined by the Board of Directors, which shall not
exceed 2 % (Two Percent) of the Net Profits.

C. Accommodation: Rent-free furnished accommodation or up to 40 % of the salary as House Rent Allowance in lieu of accommodation.

D. Other Allowances: Up to 60 % of the Salary and as determined by the Board from time to time.

E. Perquisites: He shall be entitled to perquisites, allowances, benefits, facilities and amenities (Collectively called Perquisites) such as medical
reimbursement, leave travel assistance and any other perquisites as per the policy of the Company in force or as may be approved by the
Board from time to time.

F. In addition to the above, he shall be entitled to the allowance and benefits as per the policy of the Company in force, such as:

a. Company maintained car(s) with driver(s).

b. Telephone at residence.

c. Company’s contribution to Provident Fund.

d. Payment of gratuity and other retirement benefits.

e. Encashment of leave.

f. Personal Accident Insurance as per the rules of the Company.

RESOLVED FURTHER THAT any one director of the Board or the Company Secretary and Compliance Officer, of the Company be and
is hereby authorized to do all such acts, deeds, matters and to execute all such documents, to give effect to this Resolution.”

9. APPOINTMENT OF Mr.  P. N. HARIDAS UNDER SECTION 314:

To consider and if thought fit, to pass the following resolution with or without modification(s), as a Special Resolution:

‘‘RESOLVED THAT pursuant to the provisions of Section 314(IB) of the Companies Act, 1956 read with Directors Relatives (Office or Place
of Profit) Rules 2003, and other applicable provisions, if any, consent of the Company be and is hereby accorded to Mr.  P. N. Haridas, a relative
of the promoters of the Company to hold an office or place of profit as Manager – Stores of the Company with effect from 1st April,  2007 on
the following terms:

A. Salary: Rs.25,000 per month.

B. Accommodation: Rent-free furnished accommodation or up to 40 % of the salary as House Rent Allowance in lieu of accommodation.

C. Other Allowances: Up to 60 % of the Salary and as determined by the Board from time to time.

RESOLVED FURTHER THAT any one Director of the Board or the Company Secretary and Compliance Officer of the Company be and
is hereby authorised to do all such acts, deeds, matters and to execute all such documents as may be required in this connection to give effect
to this Resolution.”

10. APPOINTMENT OF Mr. SHINE NAIR UNDER SECTION 314:

To consider and if thought fit, to pass the following resolution with or without modification(s), as a Special Resolution:

“RESOLVED THAT pursuant to the provisions of Section 314(IB) of the Companies Act, 1956 read with Directors Relatives (Office or Place
of Profit) Rules 2003, and other applicable provisions, if any and subject to the approval of the Central Government, consent of the Company
be and is hereby accorded to Mr. Shine Nair, a relative of the promoters of the Company to hold an office or place of profit as President –
Hotels and Retail Business of the Company with effect from 1st April 2007, on the following terms:

A. Salary: Rs. 484,500 per month.
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B. Accommodation: Rent-free furnished accommodation or up to 40% of the salary as House Rent Allowance in lieu of accommodation.

C. Other Allowances: Up to 60% of the Salary and as determined by the Board from time to time.

D. In addition to the above, he shall be entitled to the allowance and benefits as per the policy of the Company in force.

i. Company maintained car(s) with driver(s).
ii. Telephone at residence.
iii. Company’s contribution to Provident Fund.
iv. Payment of gratuity and other retirement benefits.
v. Encashment of leave.
vi. Personal Accident Insurance as per the rules of the Company.

RESOLVED FURTHER THAT any one Director of the Board or the Company Secretary and Compliance Officer of the Company be and
is hereby authorised to do all such acts, deeds, matters and to execute all such documents as may be required in this connection to give effect
to this Resolution.”

By Order of the Board
For Sobha Developers Limited

Place :  Thrissur K. SURESH
Date :  May 14, 2007 Company Secretary & Compliance Officer

  Notes:

1. A MEMBER ENTITLED TO ATTEND AND VOTE AT THE MEETING IS ENTITLED TO APPOINT A PROXY TO ATTEND AND, ON A POLL,
TO VOTE INSTEAD OF HIMSELF AND THE PROXY NEED NOT BE A MEMBER OF THE COMPANY.  PROXIES, IN ORDER TO BE
EFFECTIVE, MUST BE RECEIVED AT THE REGISTERED OFFICE OF THE COMPANY NOT LESS THAN FORTY-EIGHT HOURS BEFORE
THE TIME FIXED FOR THE MEETING.  A PROXY FORM IS ENCLOSED FOR THIS PURPOSE.

2. The Explanatory Statement pursuant to Section 173(2) of the Companies Act ,1956 is annexed herewith.

3. The Register of Members and the Share transfer Books of the Company will remain closed from 04th August, 2007 to 13th August, 2007 (Both
days inclusive) for the purpose of payment of Dividend.

4. The Dividend for the year ended March 31, 2007, if declared at the meeting will be paid on or after August 13, 2007 to those members whose
name appears on the Register of Members of the Company on Monday,  August 13, 2007 and to whom Dividend Warrants will be posted. In
respect of shares held in electronic form, to those ‘‘deemed members’’ whose names appear in the statement of beneficial ownership furnished
by National Securities Depository Limited (NSDL) and Central Depository Services (India) Limited (CDSL) at the close of business hours on
August 03, 2007.

5. Members/Proxy Holders are requested to produce at the entrance of the venue the enclosed admission slip duly completed and signed.

6. Information under the Listing Agreement of the Directors proposed to be reappointed forms part of this Notice, which is annexed herewith.

7. The members are requested to lodge/notify the transfer deeds, communication for change of address, bank details, ECS details, wherever
applicable, mandates (if any), for shares held in the Physical Mode with M/s. Intime Spectrum Registry Limited, the Registrars and Share Transfer
Agents of the Company, having their office at C-13, Pannalal Silk Mills Compound, L.B.S. Marg, Bhandup (West), Mumbai-400 078.

The Shareholders holding shares in electronic form are requested to lodge the above details to their depository participants and not to the
Company or to the Registrars and Share Transfer Agents of the Company as the Company is bound to use only the data provided by the
Depositories while making the payment of Dividend.

8. “All the Investor Queries/Complaints/Grievances may be addressed to investors@sobha.co.in’’
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EXPLANATORY STATEMENT
(PURSUANT TO THE PROVISIONS OF SECTION 173(2) OF THE COMPANIES ACT, 1956)

  Item No. 5:

M/s. S. Janardhan & Associates, Chartered Accountants, Bangalore, the retiring auditors, have not sought for reappointment as Statutory Auditors at
the ensuing Annual General Meeting of the Company.  The Company has received a special notice pursuant to Section 225(1) of the Companies Act,
1956 from a Member proposing the appointment of M/s. S.R. Batliboi & Associates, Chartered Accountants, Bangalore as the Statutory Auditors of
the Company to hold office from the conclusion of this Annual General Meeting till the conclusion of the next Annual General Meeting.
M/s. S.R. Batliboi & Associates, Chartered Accountants expressed their willingness to act as Auditors of the Company, if appointed and have further
confirmed that the said appointment would be in conformity with the provisions of Section 224(1B) of the Companies Act, 1956.  The Members
approval is being sought for the appointment of M/s. S.R. Batliboi & Associates, Chartered Accountants as the Statutory Auditors and to authorise
the Board of Directors, on the recommendation of the Audit Committee, to determine the remuneration payable to the Auditors. The Board
recommends this resolution for your approval.

Interest of the Directors : None of the Directors are concerned or interested in the passing of this resolution.

  Item No. 6 :

The Company in order to execute various projects both residential and contractual has to borrow money from the Banks and other Financial
institutions as a means of finance.  As per the provisions of Section 293 (1) (d) of the Companies Act, 1956, the Board of Directors cannot borrow
more than the aggregate amount of the paid up share capital and free reserves unless the same is approved by the shareholders of the Company by
way of an Ordinary Resolution. The Company has vide an Ordinary Resolution passed in its 11th Annual General Meeting had fixed a limit of
Rs. 30,000,000,000 (Rupees Thirty Thousand Million only). In view of the increase in the scale of operations and to infuse further funds for financing
the various activities of the Company, the Board of Directors proposes to fix a limit of Rs. 40,000,000,000 (Rupees Fourty Thousand Million only) up
to, which the Board of Directors can borrow in compliance with the applicable provisions. Your directors propose this resolution to be passed as an
Ordinary Resolution.

Interest of the Directors : None of the Directors are interested or concerned in the proposed resolution except to the extent of their
shareholding held in the Company.

  Item No. 7:

The Company proposes to raise capital by way of issue of Preference Shares in the near future to meet its growth plans. The issue of Preference
Shares does not entail any dilution of rights to the Equity Shareholders and has the characteristics of debt. The present Authorised Share Capital of
the Company is Rs.900,000,000/- (Rupees Nine Hundred Million only) consisting of 80,000,000 (Eighty Million only) Equity Shares of Rs.10/-
(Rupees Ten only) each aggregating to Rs. 800,000,000 (Rupees Eight Hundred Million only) and 1,000,000 (One Million only) Preference Shares of
Rs.100/- each (Rupees One Hundred only) aggregating to Rs. 100,000,000 (Rupees One Hundred Million only) and the paid-up Equity Share Capital
of the company is Rs.729,017,330 and there are no outstanding preference share capital issued as on date. This necessitates the increase of the
Authorised Share Capital. The Company proposes to alter and increase the Authorised Share Capital to Rs.2,000,000,000/- (Rupees Two Thousand
Million only) divided into 80,000,000 (Eighty Million only) Equity Shares of Rs.10/- (Rupees Ten only) each and 12,000,000 (Twelve Million only)
Preference Shares of Rs.100/- (Rupees One Hundred only) each.

In accordance with the provisions of Sections 94 and 95 of the Companies Act, 1956, the Authorised Share Capital of the company can be increased
by passing necessary resolutions in the General Meeting of the company.  The Board of Directors recommends this resolution to be passed as an
Special Resolution.

Interest of the Directors : None of the Directors are interested or concerned in the proposed resolution except to the extent of their
shareholding held in the Company.

  Item No. 8:

Mr.  J. C.  Sharma,  48 years, is currently the Managing Director of our Company. He graduated with a Bachelor of Commerce (Hons) degree. He is
also a qualified Chartered Accountant and a Company Secretary. Mr.  J.C. Sharma has played a pivotal role in the growth of the Company over a
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period of years. The Board of Directors are confident that the Company will be greatly benefited by his services. In this regard, your Directors upon
the recommendation of the Executive Selection and Remuneration Committee of the Company, propose to revise the remuneration being paid to
Mr.  J. C.  Sharma, Managing Director with effect from 1st April, 2007 in compliance with the provisions of Sections 198, 268, 269, 309, 310 and 311
read with Schedule XIII of the Companies Act, 1956. Your Directors propose this resolution to be passed as a Special Resolution.

Interest of the Directors: Except Mr.  J. C. Sharma, Managing Director, none of the other Directors are interested or concerned in the proposed
resolution.

The above may also be treated as an abstract of the terms varying the remuneration of Mr.  J. C. Sharma, Managing Director under Section 302 of the
Companies Act, 1956.

  Item No. 9:

Your Board of Directors on the recommendation of the Executive Selection and Remuneration Committee of the Company, have selected Mr. P.N.
Haridas to hold the position of Manager - Stores of the Company inter alia at a salary as mentioned in the resolution. Mr.  P. N. Haridas is a relative
of Mr.  P. N. C. Menon, Chairman, Mr. Ravi Menon, Vice Chairman and Mrs. Sobha Menon, Non Executive Director of the Company. In terms of Sub
Section (IB) of Section 314 of the Companies Act, 1956, provides that no relative etc. of a director should either hold or continue to hold any office
or place of profit in the Company which carries a monthly remuneration of not less than fifty thousand rupees, except with the prior consent of the
company by a Special Resolution. Mr.  P. N. Haridas has around thirty three years of relevant experience and has been associated with various other
companies in the same sector.  The Board feels his appointment will be in the best interest of the Company.

A draft of the appointment letter of Mr.  P. N. Haridas will be kept for inspection by the members of the Company at the venue of the meeting.  Your
Directors propose this resolution to be passed as a Special Resolution.

Interest of the Directors: Except Mr.  P. N. C. Menon, Chairman, Mr.  Ravi Menon,  Vice Chairman and Mrs.  Sobha Menon, Non Executive Director
of the Company, none of the other Directors are interested or concerned in the proposed resolution.

  Item No. 10:

Mr. Shine Nair has been selected by your Board of Directors on the recommendation of the Executive Selection and Remuneration Committee of
the Company to hold the position of President – Hotels and Retail Business of the Company. This is one of the new areas, where the Company
wants to diversify in future.  As mentioned in the resolution, he is a relative of Mr.  P. N. C. Menon, Chairman, Mr.  Ravi Menon,  Vice Chairman and
Mrs. Sobha Menon, Non Executive Director of the Company. In terms of Sub Section (IB) of Section 314 of the Companies Act, 1956, no relative etc
of a director should either hold or continue to hold any office or place of profit in the Company which carries a monthly remuneration of exceeding
fifty thousand rupees, except with the prior consent of the Company by a Special Resolution and with the approval of the Central Government. Mr.
Shine Nair has nine years of experience in international companies of repute, operating in the same sector and his appointment will be in the best
interest of the Company.  He is a qualified Civil Engineer from University of Kerala.

A draft appointment letter of Mr. Shine Nair will be kept for inspection by the members of the Company at the venue of the meeting.  Your Directors
propose this resolution to be passed as a Special Resolution.

Interest of the Directors: Except Mr. P. N. C. Menon, Chairman, Mr.  Ravi Menon, Vice Chairman and Mrs. Sobha Menon, Non Executive Director
of the Company, none of the other Directors are interested or concerned in the proposed resolution.

By Order of the Board
For Sobha Developers Limited

Place :  Thrissur K. SURESH
Date :  May 14, 2007 Compay Secretary & Compliance Officer
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ADDITIONAL INFORMATION ON DIRECTORS RECOMMENDED FOR APPOINTMENT OR SEEKING RE-ELECTION
AT THE ANNUAL GENERAL MEETING:

  MR.  ANUP SHAH

Profile:

Mr.  Anup Shah, has a bachelor’s degree in commerce from HR College, Mumbai and a degree in law from Government Law College, Mumbai. He has

been practicing law for 22 years. He specializes in commercial and property documentation, corporate and commercial litigation, property related

issues, land laws and arbitration and alternative dispute resolutions. He also answers readers queries through “Legal Eagle”, a weekly article in

‘‘The Times of India’’, Bangalore. In view of his vast experience in the areas of law and compliance, the Board of Directors considers that the

continuance of Mr.  Anup Shah on the Board of the Company will be beneficial to the Company and recommend the resolution for your approval.

Additionally Mr.  Anup Shah is the Chairman of the Executive Selection and Remuneration Committee of the Company.

Other Directorships:

i. Puravankara Projects Limited.

ii. Dynasty Business Park sdn bhd.

iii. M K N Embassy Development sdn bhd.

Shareholding:

Mr.  Anup Shah holds 4,300 Equity Shares of Rs.10/- each of the Company as on the date of this Notice.

  MR. N. S. RAGHAVAN

Profile:

Mr. N. S. Raghavan has a bachelor’s degree in electrical engineering from Andhra University. Mr. Raghavan has over 35 years of experience in the areas

of engineering and management. He was a founder and formerly a Joint Managing Director of Infosys Technologies Limited. He was also a non-

executive chairman and a non-executive director on the board of directors of the Murugappa Management Services Private Limited, India.

Mr. Raghavan is the founder director of Nadathur Holdings and Investments Private Limited and the founder chairman of Nadathur Fareast Pte

Limited, Singapore. Mr. Raghavan has founded the N.S. Raghavan Center for Entrepreneurial Learning at the Indian Institute of Management, Bangalore

and is a member on the Board of Governors of Xavier Institute of Management and Entrepreneurship, Bangalore. He is the founding trustee of the

Foundation for Action, Motivation and Empowerment, an organization focused primarily on the development, disabilities of the children and one of

the first trustees of  Viksit Bharat Foundation, a non-government organization. He is a recipient of the Dhirubhai Ambani Award for his outstanding

contributions to entrepreneurship in 2004.

In view of his vast experience in the areas of Management and Project Management, the Board of Directors considers that the continuance of

Mr. N. S. Raghavan on the Board of the Company will be beneficial to the Company and recommend the resolution for your approval.  Additionally

Mr. N. S. Raghavan is a member of the Audit Committee of the Company.
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Other Directorships:

i. Nadathur Holdings and Investments Private Limited.

ii. ABB India Limited.

iii. IDFC Private Equity Limited.

iv. Medi Assist India Private Limited.

v. Syndicated Research Worldwide Private Limited.

vi. Flame Tao Knoware Private Limited.

vii. Nadathur Fareast Pte Limited.

viii. Nadathur Arts Private Limited.

Other Trusteeship/Membership held :

i. Board of Trustees, India Foundation for Arts.

ii. Permanent Trustee of FAME (India) Trust.

iii. Trustee of Viksit Bharat (Developed India) Foundation Trust.

iv. Member of the Advisory Board, School of Information Systems, Singapore Management University.

v. Member of the Board of Governors, Xavier Institute of Management and Entrepreneurship.

Shareholding:

Mr. N. S. Raghavan holds 8,400 Equity Shares of Rs.10/- each of the Company as on the date of this Notice.
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SOBHA DEVELOPERS LIMITED
Registered Office: E-106 Sunrise Chambers, 22 Ulsoor Road, BANGALORE-560 042.

PROXY  FORM

Twelfth Annual General Meeting – August 13, 2007

Regd. Folio No./DP Client ID

I/We…………………………………………………………... . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .o f

…………………………………………………… in the district of ………………………………………………….. being a member(s) of the

above named Company hereby appoint ……………………………………………….. of …………………………………… in the district of

………………………………….. or failing him ………………………………. of ……………………………………….. in the district of

…………………………..  as my/our proxy to vote for me/us on my/our behalf at the Twelfth Annual General Meeting of the Company to be held

on Monday the 13th Day of August, 2007 at 02.30 P.M. at NIMHANS Convention Centre, Hosur Road, Bangalore-560 029 and at any adjournment

thereof.

Signed this ………… day of …………………. 2007.

Signature:

Note :  The proxy in order to be effective must be returned so as to reach the Company at the above address not less than 48 hours before the

time for holding the aforesaid meeting and should be duly stamped, completed and signed.

Affix
Revenue
Stamp
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SOBHA DEVELOPERS LIMITED
Registered Office: E-106 Sunrise Chambers, 22 Ulsoor Road, BANGALORE-560 042.

ATTENDANCE  SLIP

Twelfth Annual General Meeting – August 13, 2007

Regd. Folio No./DP Client ID

No. of Shares held

For Physical Shareholders Only

Name & Address of the Shareholder Regd. Folio No. No. of Shares held

I hereby record my presence at the Twelfth Annual General Meeting of the Company at 02.30 P.M. at NIMHANS Convention Centre, Hosur Road,
Bangalore-560 029 on Monday,  August 13, 2007.

If Shareholder, please sign here If Proxy, please sign here

Members are requested to fill up the attendance slip and hand it over at the venue. Members are requested to bring their copy of Annual Report
to the meeting as no copies will be distributed at the venue.
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